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PREFACE. 


In its present, the seventh edition, this bcki ^^ears^in^arf 
enlarged and improved form. It has grown in size' ah 

much with its appreciation by a steadily widening circle $ e?%tstk c fft's 
and with increasing experience of their needs and requirements as 
with the rapid economic developments taking ''place in the outside 
world and-in India. The warm reception which the first four editions 
of the book met with at the hands of University students and the 
general public all over the country, testified to its having satisfied a 
real want, and the author felt encouiaged to bring out a fifth edition 
in a larger size and with a '.comprehensive treatment of the subjects 
dealt with. The opportunity was fully availed of to give effect to 
many of the suggestions which had been received. The desire had 
been generally expressed that ampler information and more statis- 
tics bearing upon the various topics handled, should be supplied and 
that all the important problems arising in the course of discussion, 
should be accorded greater space and prominence. The text was, 
therefore, revised throughout, and considerable additions were made 
to it in several places. The fundamental principles underlying 
economic phenomena were explained in each chapter and the work- 
ing of economic laws in relation to collective and individual activi- 
ties in India was indicated so as to assist intelligent understanding 
and the pursuit of scientific and fruitful study. The elements of 
diversity and unity in the conditions prevailing in the country and 
the directions of social and economic evolution were clearly brought 
out everywhere. 

The effects of the war and the depression succeeding it, upon 
capital, labour, finance, currency, exchange, banking, prices, employ- 
ment and consumption, were of a far-reaching character and they 
were appropriately pointed out. The problems of food supply, 
population, poverty, protection, Imperial preference, agricultural 
indebtedness, railway management and finance, trade unionism, 
international labour organization, public debt, provincial finance, 
foreign exchanges, increased taxation &c. were exhaustively dealt 
with. The latest available facts and statistics were given every- 
where; and divergent views or. controversial questions were referred 
to and discussed. And no pains were spared to bring the book up 
to date and to render it helpful to different classes of readers. The 
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summaries and the tables introduced for the purpose of effective 
illustration and added in the copious Appendices, were calculated -to 
enhance the utility of the book. The bulk of the text indeed in- 
creased a great deal as a result of the improvements mentioned above 
and the book was issued in two volumes of convenient size. In 
this, the seventh edition, further improvements have been introduced 
and care has been taken to deal with the latest phases of the economic 
development of India, e. g. changes in relation to finance, banking, 
agriculture, currency, exchange, tariffs, taxation, consumption and 
unemployment. 

One improvement in this edition, which deserves notice here, con- 
sists in the special effort made to attain more effectively the two-fold 
aim which the Author has placed before himself, viz the treatment of 
the economic problems of India as integral parts of the economics of 
the Indian nation and their discussion on the basis of the principles of 
economic science evolved and approved by the latest development of 
thought. The author has drawn upon the most recent oiginal works 
of economists in Germany, France and other continental countries, 
and has received considerable assistance from them for the purpose 
of illustration and comparison and also by way of inspiration. He 
is grateful to these leading European economists some of whom have 
expressed to him their appreciation for his work. The appendices 
to the various chapters are calculated to guide the advanced student 
in the intensive pursuit of problems dealt with in them. 

Almost all the Indian Universities have prescribed, in one shape 
or another, the special study of the economic conditions and pro- 
blems of India, and these two volumes are intended to provide 
adequate guidance for the purpose. The University of Bombay has 
expanded its course of studies in Indian Economics for B. A. Hon- 
ours, and this book will be found fully to cover it and also the M. A, 
courss'in the subject. The general reader will likewise benefit by 
the help the book will render in understanding the public questions 
of economic import which arise from time to time and call for proper 
solution. With the political and social development now going on 
with rapid strides in the country, such questions are coming into 
greater prominence and are evoking a more lively interest ; and this 
new edition, it is hoped, will better facilitate the attainment of the 
Author s object in writing the book. 

“ Burgfldhivksa, " Poona 4 


V. G. Kaee. 



CONTENTS, 


Preface 

CHAPTER I. 


Introductory r— 

\l^'Nature and Scope of the Subjocty-,^.''' 
■^--Tiio Position Cleared up 

3 Methods of Study and Teaohing 

4 The Plan of the Work 

CHAPTER II. 


Pages 

i-ii 


1 — S 
3—6 
6—8 
8—8 


National Economics: — 


5 

Pioneering Work 

... 

10-11 

6 

Indian View-Point Defined 


11-13 

7 

Nationalism 

... 

13-15 

8 

Internationalism in Economics 


15-17 

9 

Trend of Eoonomio Thought 

... 

17-20 

10 

The Indian Problem 


20-21 

11 

Indian Ideals 1 

... 

2J-23 

12, 

Theory and Practice ' 


23-25 

M3 

Some Practical Questions 


25-27 

14 

Conolueion 

... 

27-30 

Appendix : Economics in India 

CHAPTER III. 

Indian Outlook:' — 


31-46 

Ws 

Progresa- 

... 

47-49 


Wealth and Welfare 


49-51 

17 

Pessimism and Progress 


51-53 

18 

Ethios and Eoonomios 


53-55 

19 

Position in India 


55-57 

20 

Evidence of History 


57-59 

21 

A Comparison 


60-61 

22 

The Ideal and the Aotnal 

... 

62-63 

23 

Cultural Adjustment 

Indian Spirituality 


63-65 

24 


65-67 

25 

Indian Sociology v""' 

... 

67-71 

26 

Eoonomio Motive and Activity 

... 

71-73 

27 

Indian Economics - 

... 

73-76 



CONTENTS 


fl 


CHAPTER IV. 


Gifts of Matures— 

/ 

Vug Economic Wealth 
1 %<f' Importance of Production 

30 Physical Features 

31 Striking Chataoletisticr. 

jgf Climate, Soil 1 ' and Crops 
Xi3 Forests '' t 

,,34 Their Economio V aiue */ 
■>#> Mineral Eesourcos 

36 Coal, Iron and Portroloum 

37 Motive Power 
•JS S Land 

3S Pressure on the Land 
sSf) Fertility of the boil 
Value of Land 
Appendix : Indian Minerals 


PAGES 

76-78 

78-80 

80-82 

83- 84 

84- 00 
91-03 
93-95 
95-97 

07-100 

100-102 

102-105 

105-108 

108-110 

110-112 

113-141 


CHAPTER V 


Human Effort : — 


42 Value of Labour 

.. 142-14.1 

43 The Labour Factor 

... 144-147 

44 Labour Efficiency 

... 147-149 

45 Occupations of People 

.. 149-152 

46 Different Classes of Laboui 

... 153-154 

MT\,AgricuUuralLubo;ir - 

... 154-156 

MS Handicrafts 

... 156-159 

v 49’^"Organized Industries 

... 159-161 

50 Traditional Training 

... 161-163 

51 Present Requirements 

... 163-165 

52 Technically Trained men 

... 165-166 

53 _ Prospects 

... 166-169 

-54 Supply of Labour 

... 1G9-171 

55 Tho Depressed Classes 

... 171-174 

56 Eoonomp of Labour Power 

... 174-176 

57 Adaptation to Needs 

... 176-178 

58 Comparative Efficiency 

... 178-179 

59 Conclusion 

... 170-182 


CHAPTER VI 


Cnpltnlpp- 

’-6b^.\Vhat Capital V ... 183-185 

161 ^Supoly of Capital ' ... 185-187 

1 62 ./Capital in Agriculture . 187-190 

•67,'pcrj n f AKrieultural Capital _ 190-192 

"04 1 bo Bole of tho State ti 195-104 



CONTENT iii 

Pages 

65’^Tbe Cattle Problem ... 194-198 

^''""improved Implements ... 199-201 

MSf^Small Industries ... 201-203 

'■68 Large-Soale Manufactures ... 203-205 

''69'^ Existing Facilities ... 205-206 

V-Ttf^-The ‘ Hoarding Habit ’ ... 207-208 

'71 Conditions of Saving ... 209-210 

vr7^Power of Capital ... 210-212 

—73 Foreign Capital in India ... 212-215 

Capital and Banks ••• 215-218 

Appendix : Foreign Capital i n India ... 219-222 


CHAPTER VII. 



Organization of Production : — 



75 Funotion of Organization 

... 

223-225 

76 Home Industry 

... 

225-227 

77 The Manufactory 

... 

227-229 

78 Large-Soale Production 

... 

229-232 

79 Joint-stook Companies 


232-233 

80 Statistics 


233-236 

81 Organising Enterprize 


236-239 

82 Training and Experience 


239-341 

83 Vitality of Cottage Industries 

... 

242-244 

84 Prooess of Evolution 

... 

245-247 

85 Division of Labour 


247-249 

■86 Caste 

... 

249-251 

87 Anoient Indian Guilds 

... 

251-252 

88 Guilds and Castes 

• *» 

252-255 

89 Farming 


255-258 

90 Sub-division of Holdings 


258-261 

91 The Tragedy 


261-264 

92 The Oharkha Movement 

... 

264-267 

93 Limitations and Possibilities 

... 

268-271 

CHAPTER VIII. 



Production and Population : — 



94 Increase of Population 

... 

272-274 

95 Varying Conditions 

... 

274-276 

96 Malthusian Dootrino 

... 

276-279 

'll 7 Indian Conditions 

... 

279-281 

98 Pressure of Population 

... 

281-284 

99 High Prices and Food Supply 

... 

284-288 

100 Population and Food 

... ' 

288-290 

101 Beoent Statistics 

... 

290-292 

102 Supply Inadequate 

... 

292-295 

10S Famine* 

... 

295-297 



IV 


CONTENTS 



Cause and Cure 

PAGES 

... 297-300 

104 

... 300-303 

105 

Unemployment 

... 303-305 

106 

Remedies 

305-3 ',7 

107 

Indian Attitude 

307-310 

108 

Changed Conditions 

310-313 

109 

Vioiou3 Circle 

... 313-316 

110 

Conclusion 

Appendix-. The Population Problem 

... 317-327 


CHAPTER IX. 


Trade and Economic Transition:— 

111 Transition 

112 Importance of Trade 

113 'World-Trade and India 

114 Exchange 

115 Markets and Fairs 

116 The Trader 

117 Ancient Indian Commerce 

118 Under Company Rule 

119 Railways and Irrigation 

120 Features of External Trade 

121 War and Foreign Trade 

122 Industrial Revolution 

123 Theory of Exahange 

124 Effects of the Revolution 

125 Trade Statistics 

126 Advantages of Trade 

127 Balanoe of Trade 

128 India’s Alleged Gold Hunger 

129 Conditions of Beneficent Trade 

130 Trade Organization 

131 Improved Marketing 

132 Communications and Transport 

133 Roads and Railways ' 

134 Railways and Trade 

135 Trade of the Ports 

136 Trade of the Interior 

137 Internal and Coasting Trade 

138 Shipping 

139 Shipping and State aid 
110 Indian Mercantile Marine 


32&-330 

330-332 

332-336 

336- 337 

337- 339 
339-341 
341-343 
343-345 
345-347 
347-349 
349-351 
351-354 
354-356 

356- 357 

357- 362 
362-364 
364-366 
366-369 
369-371 
371-373 
373-377 
377-380 
380-383 
383-387 
387-389 
389-391 

392- 393 

393- 396 

. 396-399 

. 399-401 


CHAPTER X. 


Trade, Tariffs and Industries t — 

141 Freedom of Trade 

142 Btate Regulation 


... 402-404 
404-406 


CONTENTS 


V 


143 

Colonial'Policy 


Pages 

406-408 

144 

Commercial Treaties 


408-411 

145 

The Rival Views 

... 

411-415 

146 

Indian View 


415-4t7 

147 

History of Indian Tariff 

... 

417-419 

148 

Brith of Indian Protectionism 

... 

419-421 

149 

Right Policy for India 


421-424 

150 

Indian Protectionism 


424-428 

151 

Fiscal Dependence of India 


428-431 

152 

Imperial Preference 


431-432 

153 

Indian Government’s Attitude 


432-434 

154 

Fundamental IPrinoiples 


434-436 

155 

The Transition 


436-438 

156 

Industrial Policy 


439-440 

157 

State Purohase of Stores 

... 

440-443 

158 

Industrial Inquiry 


443-445 

159 

The Fiscal Commission 


445-447 

160 

India Becomes Proteotioniat 


447-449 

161 

Protection in Operation 

... 

449-452 

162 

Steel and Imperial Preference 

... 

452-453 

163 

Cotton Textile Industry 

... 

453-455 

164 

Position and Prospects 

... 

455-457 


Appendix : (A) Report of the Indian Fisoal Commission 
„ (B) External Trade of India in 1928-29 


458-468 

469-475 



INDIAN ECONOMICS 

CHAPTER I 


INTRODUCTORY 


1. Nature and Scope of the Subject Economics is a 
social science which deals with man’s activities in relation to the 
satisfaction of his material wants. Man is a complex animal ; and 
his actions in the material sphere of life, as a member of the family, 
of the community and of the nation, are, both individually and 
collectively, of sufficient importance to merit separate consideration. 
The science of Economics isolates this species of social phenomena, 
analyses and arranges them, traces their connection with one 
another and deduces certain conclusions from them with regard to 
their motives, their interdependence and their working. Economic 
theories which were at one time treated almost as dogmas, true for 
all times and conditions, are no longer held to possess universal 
and unconditional applicability. Economists are, however, agreed 
that they do apply to an extensive range of phenomena over a wide 
social field, subject, of course, to limitations of time, space and 
individuality ; and the claim of Economics to the status of a full- 
blooded science is not now disputed even by its worst critics. <Ehe 
qualification of the term Economics by the word ‘Indian’ will, in 
these circumstances, appear to detract from the position the science 
occupies, and it is no wonder that to some the very name of ‘Indian 
^-Economics’ sounds as ‘uncouth, as infelicitous and as misleading.’ l v 
It is argued that there' can be only one Economics as ‘there is only 
one Mathematics, one Physics, one Chemistry, one Anatomy and 
one Physiology’ ; and the study and teaching of ‘Indian Economics’ 
as a separate subject is consequently deprecated. What does the 
term ‘Indian Economics’ then signify ? 


1 Soe Prof. P. Anstey’s Paper in the Proceedings of tbo Indian Eoonomio 
Association's Conference held in Madras in 1919-20. 
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INTRODUCTORY 


‘Indian Economics’ may possibly mean one of three things . 
'('l)-it'may, first, connote a body of thoughts and doctrines expound- 
ed by Indian speculators and scholars in ancient and mediaeval 
times and may, therefore, be placed in the same category as Indian 
Medicine, Music and Astronomy ; (^'secondly, ‘Indian Economics' 
may mean, as distinguished bo%from the western Economic 
Science and from the above, a system of ideas and principles recently 
formulated so as to create a new, an independent and a rival science 
of Economics peculiarly in consonance with the characteristic culture 
and material condition of the people of this country ; and (3) thirdly, 
it may mean a school of modern Indian economic thought winch 
seeks to amplify, correct and supplement the economic theories and 
policies which have found general favour in the west, in the light of 
conditions peculiar to this country and the followers of which draw 
upon their own experiences and work out conclusions according'to 
their own ideas as to the social development, the immediate needs 
and the ultimate destiny of their countrymen.^ Now, as regards the 
first among the above connotations, tbeTe is ample evidence to show 
that ancient Indian scholars had developed a systematic body of 
thought which they called the science of wealth (Varta) and which, 
we learn, discussed the problems of agriculture, cattle-breeding and 
trade. Though independent works on this science have not yet been 
discovered, economic ideas ate found scattered throughout the works 
on Arthasastra and Niti and in the Epics and the Smrities. Chanakya, 
the author of the ‘Arthasastra’, indicates the importance of Varta, by 
observing that ‘ it is most useful in that it brings in grain, cattle, 

, gold, forest produce and free labour’ and that ‘ it is by means of the 
treasury and the army obtained solely through Varta that the king 
can hold under his control both his and his enemy’s party.’ The 
‘Arthasastra’ of Chanakya, attributed to the fourth century B. C., 
may be profitably compared with the writings of European Mercan- 
tilists and Kameralists of the seventeenth century, and that ancient 
•Indian statesman may be taken to have anticipated the exposition 
of what modern German authors distinguish as ‘staats-wirtschafti or 
sta^ceconomy. <The growth of this science was obviously arrested, 
and modern Indian thinkers have had to make a fresh start, the 
ancient Shastras having now more or less only a historical interest. 


The second interpretation errs in attributing too much to Indian 
Eco-cmcs, and the criadsm referred to in the bearing of ttS 
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section may, therefore, seem to be justifiable. But a moment’s 
reflection will show that the objection is due to a misunderstanding 
and that the criticism is merely a fight about words. As will be 
shown presently, however, Indian Economics can be spoken of as a 
school of economic thought like those which have flourished in the 
West during the last century. It is, therefore, the third sense in 
which the term is ordinarily used and understood, and no Indian 
economist has, as a matter of fact, cherished the vain ambition to 
create an altogether new science of Economics out of Indian 
materials. SBut the aspiration is legitimately entertained to create 
iin India a specific body of economic thought which will take proper 
account of and lay special stress on the characteristically Indian 
outlook on life and the peculiar conditions, motives, practices and 
institutions of the Indian people.v The dictionary meaning of the 
word ‘ economics’ is two-fold. It means both ‘ the practical science 
of the production and distribution of wealth’ and ‘ the condition of 
a country as to material prosperity The latter meaning is pre- 
dominant when we use that word in connection with the Indian 
nation as it is when we likewise speak of railway or rural economics, 
for instance. The term ‘ Indian Economics ’ is not entirely a 
neologism, and, it is important to bear in mind, it enjoys the advan- 
tage of having had a long vogue and concisely expresses the mean- 
ing it is intended to convey. nA'ti exposition of economic doctrines 
formulated by British economists and a study of economic problems 
of special interest to England have thus been characterised as 
‘ English Political Economy ’ and ‘ British Economics and there is no 
reason why any one should boggle at ‘Indian Economics. ’ Special 
attention is being devoted, for example, to the study of the economic 
organization of Germany, 2 and we find provision made for the teaching 
of “ National Economics of Ireland ”, at the University of Dublin.^ 

2. The Position Cleared Up The manner in which eco- 
nomic thought has developed in the. course of the past century and 


J “ The particular Political Economy which I have been oalling the English 
Political Economy is that of which the first beginning was made by Adam 
Smith." — Waltor Bagehot in “ The Postulates of English Political Economy.” 
See also “ British Economics" by W. R, Lawson. 

2 “ Strukturwandlungen der Deutsohen Volkswirtschaft " in 2 Volumes, 
edited by Dr. B, Harms. 

3 "Agricultural Economics" by George O’Brien, Professor of National 
Economics of Ireland, University College, Dublin, 
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a half in the west, will prove very suggestive in this connection. 
Various schools of economic thought have flourished side by side 
and in succession to one another ; and the fact is deplored that the 
divergence of view among them regarding the very fundamental 
principles, is a serious drawback in comparison with the harmony 
prevailing in the positive sciences. The classical, the historical, the 
socialist and the other schools have revolted and warred against 
'one another, and the practical policies suggested by them oxej 
obviously as much in conflict as their theories. V-The very basic 
conceptions have been challenged, the correctness of the methods 
of investigation and study has been questioned and the soundness 
of the conclusions reached has been disputed. The need of adopt- 
ing a new vision and of overhauling the existing economic system, 
was brought home with still greater directness and force by the 
experiences of the last war, and the events and the discussions of 
the post-war period have proved no less instructive . 1 


‘ Indian Economics’ owes its birth to a similar movement oi 
thought and intellectual revolt , 5 It was, in its origin, a protest 
against the policy of the political authority in India which, by its sins 
of omission and commission, proved to be out of accord with, the re- 
quirements of the healthy economic advancement of the people as well 
as the natural, the cultural and the social conditions of the country .V 
It was out of the reasoned conviction of the eariier students of Indian 


economic problems that theories developed in the strange atmos- 
phere of the west were inadequate and inapplicable in the dissimilar 
surroundings of India that 'Indian Political Economy ’ was born in’ 
the closing decades of the last century* As it grows, it can not be 


content with playing only a negative role in exposing the weakness- 
es and deficiencies of the western doctrines as they are applied to the 
economic condition of the country. It labours to collect accurate 
facts, attempts a new analysis and synthesis of the different social 1 

taes to CT °‘™ ■ connected body of thought with a view 
to pomt the way to a healthy path of progress^ unanimity can, 
of course, be ejected among Indian thinkers any more than among 

rctor'” 00 ”"^’ “ h< ” era ' the > r “V «*, and wide diverg- 
one. ot wow ,s mey table, there will be gene ral agreement among 


8 Bm the Author’s •• Economics in India,” 
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them with respect to the need of bringing an independent outlook to 
bear on their task of investigation and reconstruction^ Unquestion- 
ing acquiescence and slavish or idle imitation are to be deprecated.'' 
The Indian school of economics has its work cut out, and it is cal- 
culated not only to prove beneficial to the progress of this country 
but to make a valuable contribution to the economic thought of the 
world. 

The discussion in the following chapter will throw further and 
much useful light on the subject, but it will be worthwhile before leav- 
ing it here, to make a few more observations .^It is argued by some 
that since economic conditions in this country are rapidly approximat- 
ing those prevailing in the west, there is no more need for a special 
discipline such as Indian Economics and that, in any event, Indian 
Economics, while it may legitimately be a study of particular facts, 
statistics and phenomena, can not connote any peculiar attitude, 
outlook or method. Now, it has been shown above, that the value 
of intensive study of economic conditions pertaining to an industry 
or an area or to a nation as a whole, can not be denied, and such 
studies are common everywhere. But however similar conditions 
in the different parts of the world may be in important respects, it 
is generally recognized that each people has peculiarities of its 
own in matters political, social and economic which are deserving 
of investigation. Further, it can not be pretended that there is 
universal and complete agreement among economists as to the aim 
and the methods of their science and particularly the application 
of its principles. Economic policies which are so vital to the 
well-being of a nation, depend entirely on aims, methods and atti- 
tude, and it is of the utmost importance that in a country situated as 
India is, the scientific character of economic goal, action and policy 
should be thoroughly discussed. This is, to our mind, a fundament- 
al feature of Indian Economics which is thus a connecting link bet- 
ween the theories of Economics as a pure science and the mere facts 
of Indian life.\It / bas been further suggested that the term a study of 
“ Indian Economy ” would be a good substitute for Indian Econo-, 
mics. This proposal is certainly in keeping with the usage adopt-f' 
ed by German writers who speak of Die Deutsch Wirtscha/t and ! 
Die englische Wirtscha/t' 'but it does not bring out all we want, and 


1 Hermann Lovy : Die englische Wirtschaft. 
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for reasons already given and to be further given in the following 
chapter, we prefer our own terminology to such titles as a study o 
Indian economy or even of Indian national economy . 

3. Methods oS Study and Teaching:— It is obvious .that 
the work -will, therefore, be descriptive as well as reflective and it 
need bardly be added that no theories can be ^deduced without a 
careful ascertainment and study of facts, ^Indian Economics’ may, 
therefore, finally be taken to signify a "study of tbe problems of 
material development which confront the Indian people in the pres-j 
ent stage of economic evolution, with the background of theirt 
chequered but continuous history of three thousand years and with! 
the prospect of a drift or a plunge into the conditions and ideals of 
modern western civilization, 'jlraoplies the ascertainment, investiga- 
tion and examination of the facts and tendencies of social life in its 
material aspect, with due regard to their steadily growing complexity 
and the formulation of a body of views evolved from tbe scrutiny of 
the observed phenomena both iryxespect of underlying principles 
and requisite national policies /The adoption of a suitable combina- 
tion of the inductive and the deductive methods of reasoning will be 
found as useful in India as elsewhere and it will free the work of the 
student from the fault of futility on the one side and of dogmatism 
on the other. 


With regard to the study of Economics in this country it is 
stated that the usual teaching of the subject in our Colleges is based 
upon text books written with reference to western conditions and 
experiences and that it is not properly correlated to Indian social 
phenomena. Wherever this complaint may be well-founded, it is, 
in part at least, the fault of the teacher who must guide his pupils 
in interpreting economic facts of daily life, must illustrate principles 
by referring to indigenous conditions and must indicate how to 
derive correct conclusions from given data. --Right educational 
methods require that in orderthat the study of Economics may prove f 
stimulating and fruitful,.* should be intimately associated with the! 

° bSemti0 . DS ofti * learner,/ To a certain ex-’ 
ten, it is true that the average University student does not vet fe~l 
disposed to travel beyond his text books and to 'observe and analyse 

^ on the part of teachers and very little thinking and reading om 



METHODS OF STUDY AND TEACHING 


7 


the side of pupils. The educational system in which the student is 
brought up, is mainly responsible for this state of things. But if the 
interest of students in their surroundings is roused by methods of 
teaching which stimulate observation and provoke reflection, they 
are found to go wide and deep into their work and to realise that the 
University examination is only a by-product and not the chief aim 
i of their activities. Economics must not, therefore, be taught and 
. studied apart from local and national conditions as if it were a 
foreign science without much relation to Indian life except in its 
aspects of modern industries, external trade and foreign exchanges. 

Economic phenomena like cartels and trusts, unscrupulous and 
universal competition, extreme specialization, widespread unemploy- 
ment among the working classes, the invasion of various occupations 
by women, socialism in its various forms, Malthusianism, commercial 
and financial speculation, unblushing profiteering, corners in goods 
and securities and the like, being typically western, may appear to 
belong to a different category ; and Indian students may find it difficult 
to understand them second hand. But we do not refrain from teaching 
the German or the American constitution to our students of Politics 
on the ground of their being outlandish. The above phenomena have, 
besides, actually appeared in India ; and their study has a special 
interest and value at the present stage of the country’s develop- 
ment. Nothing can, however, render superfluous a specialized and 
intensive study of Indian economic conditions and problems, and 
our University has done wisely in including ‘Indian Economics’ 
in its eurriculla for the B. A. and M. A. examinations. Other 
Universities too have provided for such studies, and in some of 
them the application of economic principles to Indian conditions, 
is made a special feature of teaching and examination. The econo- 
mic evolution of the Indian communities under the stress of 
modern developments and the urgent requirements of progress, 
demand patient investigation and suitable action ; and it is neces- 
sary that the number of educated people who can -take an intelli- 
gent interest in economic problems should steadily increase in 
India. It is the main object of this book to help the student to 
observe and interpret the facts and tendencies of Indian life, to 
assimilate economic principles and to apply them to his own experi- 
ences and observations. It is likewise designed to assist the 
general reader to secure a working knowledge of India's economic 
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evolution, position and prospects. The book is thus calculated to 
appeal as much to the large public of intelligent and educated 
Indians who have to take part in and guide national affairs, as to 
University students. 

!}, The Plan of the Work The general order of treatment 
usually found in text-books on Economics, has been followed with 
a view to conduce to the convenience of the student, but in doing 
so, care has been taken to bring into prominence chief among the 
peculiar economic problems which require close study and demand a 
solution in this country. A. firm grasp of the principles of economic 
science and of their connection with the actual facts of life, is essential! 
and the book is not, as is often the case, a loose throwing together of 
dissertations on a number of questions of public interest. The funda- 
mental principles have been, therefore, briefly indicated in each place, 
and their application to Indian conditions has been pointed out. The 
history of the economic changes which have taken place and which 
are in progress, Iras been traced, and the situation in India is compar- 
ed with the development and position in Western countries. Special 
attention has been drawn to the economic evolution which has 
been going on slowly, and at times, imperceptibly, and the basic 
ideas underlying institutions, and the motives inspiring activities, 
have been thrown into relief. While a discussion of issues of a 
purely political character has been avoided as being irrelevant, the 
bearing of political authority and national outlook on the solution of 
economic problems, has been carefully indicated. Very few people in 
Indiarealise the nature and the working of even the simple laws which 
govern the production, exchange, distribution and consumption of 
wealth or are acquainted with the modern machinery of industry, 
trade, currency, credit, taxation and finance. This ignorance lands' 
people into curious mistakes when they try to tackle economic pro- 
blems and it may sometimes produce serious consequences • and in 
any case, it hampers all attempts at the amelioration of existing 
conditions and the promotion of further progr^T No Iess Qb " g 
tive and dangerous is the easy optimism of those who are led awav 
by appearances and draw comforting conclii cionc , . away 

contrast and the analogies presented by Indian conditio b^ 
compared with those prevalent elsewhere This n J hC ? 
will supply a corrective to both these lt 13 hopec1, 

t t0 U„ 3iutei , lto ,,.eeco Mmi IZX“aS’ m aft “ d * 
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The author has freely stated his own views on each question- 
this was inevitable and even necessary — and has also given reasons 
why he holds them. He has, however, not done this obtrusively 
and has taken pains to place the pros and coils in each case 
before the reader so as to stimulate thought and rouse a spirit of 
enquiry, and to help him to form an opinion for himself. The 
reader is referred, in each chapter, to the literature he may consult 
if he wishes to prosecute his studies further, and the student will 
find the references helpful in acquiring a more intimate acquaint- 
ance with the subjects of study. Lengthy extracts from works 
referred to, have been avoided and quotations have been made only 
where they were deemed essential. Only very recently has the 
importance of economic studies come to be appreciated, and the 
provision made for them in the Universities is yet far from adequate. 
Good text-books are very few, ’ and the information pertaining to 
different subjects, where available, is scattered through a large 
number of blue books, reports, monographs etc. The materials are 
scanty and not easily accessible, and adequately stocked and up-to- 
date libraries are rare. The Indian student, therefore, suffers seri- 
ously from such difficulties, and reform is urgently called for in all 
these respects. The methods of teaching, it has been pointed out, 
above, require considerable improvement. Investigation and study : 
have to be directed along right lines and the equipment essential i 
for the attainment of this object has to be amplified. The purpose 
of writing this book will be fully served if it succeeds, in a measure, 
in diffusing enlightenment, exciting a desire to know more and in 
creating a taste for investigation and independent thinking. 

Select References 

Walter Bngchot: The Postulates of English Political Economy W. R. Law- 
son : British Economics ; Ranade : Essays in Indian Economics ; Dadabhai 
Nowrojl ; Poverty and tin-Brilish Rule in India ; Gr. V. Joshi s Writings and 
. Speeches] Prof, ltadhakamal Mukerji : Foundations of Indian Economics and 
Comparative Economics ; Ketkar : Indian Economies ; Reports of the Proceedings of 
the annual Conference of the Indian Economic Association. 


1 Tie leading text-books may be mentioned here:— Tadunath Sarkar t 
Economics of British India-, Pramath Nath Banefjca •• A Study of Indian Econo- 
mics-, BrijNarain: Essays on Indian Economic Problems. Wadia and Joshi: 
Wealth of India ; Bhatnagar: The Bases of Indian Economy, Sapre : Essentials 
of Indian Economics ; Jathar and Bori : Indian Economics, 
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5. Pioneering Work : — Early history of British rule in India 
is the history of territorial expansion anti administrative adjustment. 
As the major part of India steadily passed into the hands of its 
British conquerors, vigorous efforts were made by the rulers to 
establish peace and order and to create an efficient machinery of 
administration. Indigenous institutions were preserved, modified or 
displaced by new ones as suited the principal object in view. Means 
of communication were extended and improved, trade was encourag- 
ed and the system of taxation was overhauled. The people were 
awed and dazzled by the changes wrought by the hands of the new 
administrators and hardly realized, at the time, the significance of 
the process of the silent evolution which was set going. The chief 
aim of the policy of Government was to give to the people of the 
country security of life and property and efficient administration 
which were non-existent in the rimes that immediately preceded the 
advent of British rule. -The idea that this was all that was due from 
Britain to India and that tins Asiatic Dependency was a fruitful field 
far legitimate economic exploitarion^was consistent not only with the 
then prevalent conception of the relation of the sovereign state with 
its subordinate colonies and ' plantations ’ but with the approved 
doctrines of the dominant school of English economists. As western 
education spread, the eyes of the people who had benefited by its 
enlightenment, began to be opened to the serious situation created 
by the changes that were taking place around them. 


The educated class, who numbered a very few men in those 
days, frankly admitted the blessings of British rule. They could 
not fail to perceive, however, that the indigenous industries were 
languishing on account of foreign competition, that India’s external 
pa e consisted mainly of manufactured imports and the export of 
j C f ? U f L P s ra T mate rials, that the taxes on land were burdensome 
Q a evastatmg famines were of frequent occurrence. They 
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likewise observed that the exclusion of Indian talent and intelligence 
from all positions of responsibility, power and profit in the adminis- 
tration, the trade and the industries of the country, which was 
imposed by foreign rule, meant the moral and material degenera- 
tion of the people. Acquaintance of educated Indians with the 
theories of Economics propounded in the writings of western 
scholars and their own reflection on surrounding conditions and 
contemporary events, especially in the light of the progress that 
was being achieved on the European continent and in the United 
States of America, led to studies in comparisons and contrasts, to 
destructive and constructive criticism and to action in the limited 
sphere of popular activity. British statesmen in England and 
administrators in India had, on occasions, themselves expressed 
divergent views on the economic and moral effects of British rule 
on the Indian people and the goal of British policy. 1 Comment on 
the poverty of the country and criticism of its foreign exploitation 
were the dominant notes of the writings of Indian publicists, and 
their constructive proposals related to the stopping of the material 
and moral * drain ’ entailed by the policy of British rule and the 
reform of the fiscal and of the land revenue and currency systems. 
Dadabhai Nowroji, Dinsha Wacha, Romesh Chandra Dutt, G. 
Subramania Iyer and G. V. Joshi were the chief pioneers in this 
work of criticism ; and their writings betray the conviction that the 
whole Indian economic world was out of joint and that a determin- 
ed and radical cure was urgently needed. 

Cb^'Indian View-point Defined :-^Plrough these students 
of the economic condition of India had glimpses of the veiled region 
of the primary causes of the social disturbance and economic 
, deterioration, it was the master mind of Ranade which penetrated 
I to the inwardness of the whole position and saw it clearly in all 
* its bearings. He realized that tliedecadence of indigenous industries*) 
the poverty of the masses, the recurrence of famines, the indebted- 
ness of the cultivators, the burdensomeness of taxation and the 
growing ruralization of the country were all due to the working of un- 
perceived and unregulated forces set in motion by British conquest, 
the State’s wrong conception of its duties and functions and 
to the unsuitableness of its policy and measures to the conditions 


1 Consult Dadabbai Nowroji's * Poverty of India.’ 
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which had to be faced. Ranade was deeply impressed with the 
revolt which thinkers in thc' countries of the European continent 
and 'in the United States of America had declared against the 
view of the English writers of the Orthodox or the Classical school 
that the principles of Economics as they had enunciated them in 
their text-hooks were universally and necessarily true for all times 
and places and for all stages of advancement. He felt that in 
■matters of state policy as regards the healthy ecomomic develop- 
ment of India, the conditions of life in this country were more 
faithfully reproduced in some of the continental countries and in 
America, than in ‘happy England, proud of its position, strong in its 
insularity, and the home of the richest and busiest community in the 
modern industrial world In lhs lecture delivered in 1 892, which has 
now become a classic, he, therefore, pleaded for a departure from the 
time-honoured maxims of the rigid economic science and for the 
initiation of Indian Political Economy reinforced with the latest 
theories e. g. the doctrine of relativity and preferring the claim of 
collective welfare to individual interest. 


Indian Economics, launched under such auspices, is fortunate 
in having had the advantage of the experience of other countries, 
old and young, and of the knowledge of the theories propounded 
by economists of various schools. It can not and does not owe 
allegiance to any particular school of thought and does not adopt 
any system of doctrines wholesale. It is eclectic, constructive and 
creative. The thoughts of each school of Economics will always 
take a local colouring, and Indian Economics is bound to show a 
decisive leaning towards the National School of Economics. The 
emergence of a consciousness of a common nationality created by 
the community of vital interests and sustained by subjection to 
common laws and government, is a strildng feature of the recent 
history of India. Though racial, communal and caste rivalries mar 
the growth of national harmony from time to time and serve as a 

reminder of the vastness, the diversity and the complexity charac- 

“ c ° fthe country and its inhabitants, it is admitted on all hands 
that the future of India depends on the degree of national solidarity 
tlmt may be attained by the people. I„ % ite of S 

religious, linguistic and administrative dhiities, Mataauottin 


X Essays in Indian Economics, 
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matters of foreign trade, large-scale industries, public debt, 
currencyand exchange, railways, defence, labour legislation and 
the bulk of taxation and State expenditure ; and the industrial, 
fiscal, commercial and financial problems of a federal State of 
India need a distinctive land of treatment, from the external as 
well as the internal point of view. The danger of leaving the 
sub-continent of India exposed to the .forces of unrestricted 
competition and the operation of the so-called natural laws of the 
classical economists, has been strongly impressed on thinking minds. 
Nationalism is now the arresting note of Indian political and 
economic thought, 

7. Nationalism s— The history of political thought and organ- 
ization in the west reveals some very interesting ideas and facts 
concerning nationalism. The ideal of universality fostered by the 
Roman Empire and promoted by the Catholic church, broke down 
under the pressure of the barbarian tribes who overspread the 
European continent and carved out the German, the French, the 
Spanish and the Anglo-Saxon nationalities within definite territorial 
limits. Mercantilism was the outward expression of the new born 
consciousness of independence and the mutual political and com- 
mercial rivalries of the new nations ; and economic restriction and 
regulation, both in internal affairs and external relations, became 
the order of the day in Europe, The reaction against this regime 
of repression of freedom was led by the Physiocrats and the Classi- 
cal economists who ushered in the era of individualism, unrestricted 
competition and free trade. Thoughtful men on the continent and 
in America who compared the backward condition of their people 
with the advanced state of Great Britain, felt convinced that theories 
and policies which were good for England, proved detrimental to 
the particular interests of their own nations. In their writings they 
discredited British faith in the efficiency of freedom of competition 
and in the sufficiency of the spontaneous acts of individuals for the 
progressive improvement of the human race as an illusion and 
developed strong nationalist systems of thought and policy. State 
interference for the common good of the people and the deliberate 
protection of national industries and trade by the restriction of 
individual freedom of action, came to be widely favoured, , and the 
impossibility of achieving the general progress of the •world by 
overriding national boundaries was demonstrated. 
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In spite of these developments, it was believed that the inter- 
dependence, inherent in the modern far-flung and delicate system 
of international trade, credit and banking, had guaranteed universal 
peace and rendered the outbreak at least of a European war an 
impossibility. 1 That faith was shattered by the recent disastrous 
struggle. In a sense the war has vindicated the truth of the propo- 
sition that it hardly pays a nation to make war under modern 
conditions. The defeat of Germany appeared to be the victory of 
efforts to reconcile individual nationalism to peaceful internationa- 
lism. The huge losses and the enormous suffering caused by the 
world-war, brought home to all minds the crying need of interna- 
tional co-operation and solidarity, and the League of Nations is 
the tangible outcome of the universal reaction of feeling. It is, 
indeed, arguable that Germany's aggressive nationalism might have 
succeeded if it had been pitted against a small and weak power, 
and this idea receives confirmation from the special care taken, on 
the close of the war, to recognize and protect small nationalities. 
In spite of every thing that may be said on the other side, it has 
to be admitted, however, that the consciousness of an exclusive 
nationality and of separate national interests, is deep-rooted among 
all peoples, and it is out of conflict that co-operation in the inter- 
national relations of the world, as it stands to-day, lias to be creat- 
ed. The events which have recently taken place in international 


politics, the separate commercial treaties made by different powers, 
the difficulties which the League of Nations has had to encounter, 
the attitude of the United States of America towards Europe and 
the occurrences in China lend strength to this view. And one of 
the most curious phenomena in Europe and outside to-day is that in 
an atmosphere of internationalism there are in existence more 
independent nations and separate tariff walls in the world than 
before the war. The position India occupies is unique in several 
ways. As a nation in the early stages of consolidation and on 

a very low plane of material prosperity, she 1 ms extensive ground 

to cover in order to rise to the level of other peoples. Though 
their country has the advantage of being a member of the British 
Empire, Indians are only just beginning to secure some measure of 
control over their own economic destiny. India’s economic relations 
V..U, countacs Whm a „4 outside the Empire haTe , tWote , ,= 

t See Norman Angell’s -works. 
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be regulated so as to conduce to the best interests of her people ; 
and these considerations fall within the proper sphere of Indian 
Economics. 

8. Internationalism in Economics : — It has been pointed 
out above that the interdependence of nations and the world's 
solidarity were never more strongly emphasised than they were 
on the close of the Great War, by the utter exhaustion and economic 
helplessness of European countries resulting from the collapse of 
the well-established commercial and industrial system which had 
developed in the west in the course of generations. The recognition 
of the need to work in harmony and to take concerted action for the 
benefit of all, is reflected in the establishment of the League of 
Nations, the organization of the Labour Conference and the holding 
of other international conferences like those of Washington and Genoa 
all meant for the purpose of hammering out solutions of delicate 
questions by friendly discussion and cooperation. If the pronounce- 
ments of representative statesmen could be taken seriously, one 
would think that a new era of international amity and concord had 
dawned, and the age-old, selfish national ambitions and commercial 
rivalries and jealousies had become things of the past. The 
covenant of the League of Nations is a document that is calculated 
to create the impression that the leading powers of the world are 
bent upon making a heaven of tins earth, and that as an original 
member of that organization, India is going to share the credit and 
the benefits of the altruistic deeds of that august body. It will, 
however, be doing no injustice and indulging in no unjustified 
cynicism and pessimism if the people of the East who have suffered 
in the past from the political and economic policies of European 
Powers, refuse to believe in or to grow enthusiastic over interna- 
tional conferences, leagues and covenants. India has supported 
and adopted, as a result of international deliberations, certain 
conventions, which, it is hoped, will make for the improvement of 
the world as a whole as well as for her own good. Indian econo- 
mists have to make up their minds as to how their country will fare 
in this new order of things if and as it really comes into existence. 

The difficulties of the conflict between economic nationalism 
and internationalism will be apparent from the anomalous position 
in which the big banking and industrial organizations of the world 
find themselves in the face of barriers interposed by tariffs and 
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other restrictions in the path of the smooth flow of the world’s trade* 
The manifesto issued by the leading bankers of Europe and America 
some time ago and the holding of the Economic conference under 
the auspices of the League of Nations, throw instructive light upon 
this situation. The problem which Indian Economics has to face 
here is two-fold. There is, first, the question of external influences 
which act upon the indigenous organization and its working. And 
secondly, there is the internal evolution of economic institutions 


and activities. The two aspects may be distinguished but can not, 
in practice, be separated as they are closely interwoven and act 
and react on each other. The European economic system, which 
was paralysed by the War and which is now being rescued from 
chaos and ruin, has had a tremendous disturbing effect detrimental 
to the economic conditions in India among the countries of the East. 
That system has been characterized as “Economic Imperialism,” 
and consists in European Powers extracting surplus wealth from 
abroad out of the exchange of their manufactures for the cheap raw 
materials and food produced by the new world and the orient, with 
the help of the means provided by scientific and organized strength 

and regardless of consequences to the victims of the exploitation 1 . 

apitahsna and imperialism have gone hand in hand in Europe 
nf C ° wr , t0 i eo P atdlse and destroy the economic systems, 

how Ihp an a f ia , a , S t0 cons ' lde ri as Japan considered long ago, 
toilvldll t thC Stra ®>- Making the world a 

as well as in nnVK 0 ? £ ’ ] ltS raem k ers > is a great ideal in economic 
will work to msk '"a v a n cement, and India will welcome it and 
be , ed ‘ n^o r B “‘ >**» and stubborn facts have to 

natSi“an7° Se ^mate 

but can not be su-n-m-r. a as P iratl0ns which may be controlled 
tained by western ^ f S ° ira Perialist ambitions enter- 
increasinglv bccomintTp 10n3 ’ democratlc or °thenvise. India is 
g consciQUS of her independent nationhood and 

Bcaain ) S ^d b otCrTmn f J- 00 r °t ml ° imp ° riali: ’ m P'^ued by this coun- 
« equanimity. PoTiZT ll^T^ hardly be viewed with 
Inffs of Pioaaaut t° their vietimn ~. Ion ’ ex Pioitalion and economic 

thoit lu U '' 0re ' ln rute ^ oivlTKaUofv SlXty yeaTB ' experience of the blosa- 

S ?*££?*“ TimWkt “ p Un 8 hW L r r Ulted in Europ — *** bated by 
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is a member of the British Empire and at least nominally of the 
League of Nations. It is this position of the country that makes 
Indian economic problems difficult and interesting. 

9. Trend of Economic Thought.— It would be impossible to 
improve upon the masterly review taken by Ranade of the progress 
of economic science in the West, with the object of showing how 
the assumptions and theories of the older economists were utterly 
inapplicable to the peculiar conditions in India and how the later 
economic thought and the policy pursued by western countries in 
conformity with it, were more acceptable as better suited to the 
circumstances and the needs of India. The history of economic 
doctrines reveals the fact that the views of thinkers from the time 
of the Mercantilists down to the present day, have been perceptibly 
moulded by their surroundings, experiences and ideals ; and the 
Mercantilist idea of foreign trade, the Physiocratic laws of nature, 
Ricardo’s theory of rent, Malthusian doctrine of population, Carey’s 
conception of rent, List’s stages of economic development and the 
attitude of the Socialist and Historical schools — all illustrate the 
truth of this observation. Pure economics may lay claim to the 
precision of the physical sciences and communists may attempt a 
universal application of their peculiar theories ; but the policies of 
modern parties and governments ha\e been generally guided by 
practical considerations of varied and varying actual conditions of 
different communities. Both individualism and communistic doctrines 
indeed continue to be advocated in their extreme forms, but while the 
existence of economic laws is recognized by economists, their 
relative character is not lost sight of and due caution in their appli- 
cation to different conditions is advocated. Interdependence and 
co-operation are becoming factors of growing importance in the life 
of the peoples of the world, but the nation and the national state 
are still all-powerful units of humanity for purposes of economic 
as well as political existence and progress. 

V -Tt must now be clear that the view-point of Indian Economics 
will be discriminating instead of dogmatic and national instead of 
cosmopolitan. Even in England, the home of orthodox economics, 
opinion has, in substance, now come round to the view of List that 
‘jsdience must not deny the nature of special national circumstances 
[nor ignore and misrepresent it, in order to promote cosmopolitan 
S 
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the battle is won and that little is left to us but to shout victor}’, under 
the impression that there is no more room for Ranade’s lead and for 
his Indian Economics, Any decent book 1 giving an account of the 
recent developments in economic thought in different countries, 
will show that the struggle for the mastery still continues among 
the representatives of schools who are striving to revive and reha- 
bilitate their own doctrines and methods. The dispute extends even 
to the aim, the scope and the purpose of Economics, and the most 
important theories are shaped according to different convictions. 
While the ‘ economic man ’ appears to have been thrown overboard, 
economic society is still considered by many, at least implicitly, as a 
collection of persons carrying on their activities in competition with 
one another for securing the maximum of happiness, without reference 
to the nation of which they are members an4 to the State and the 
laws by which they are governed. According to this view, Econo- 
mics is not to pronounce an opinion as to what should and what 
should not be done and must content itself, as if it were a natural 
science, only with showing the sequence of cause and effect, con- 
sideration of national policies being taboo. Indian Economics, 
on the other hand, has to insist that economic society i. e. per- 
sons and groups of persons carrying on economic transactions, 
is only one aspect of an organized community having common 
interests, duties and obligations and held together as a State with 
its own personality. 2 This view has a ratal bearing upon economic 
theories and policies such as labour legislation, immigration laws 
and tariff protection. It is thus not a matter of indifference to 
the Indian nation that the indigenous manufacturer suffers in com- 
petition with foreigners, on the ground that the most efficient wins 
in the race, whoever he is; beeause all Indians, workmen, consumers 
and manufacturers, stand or fall together. 

Though it is true that Political Economy and Indian conditions 
have changed since Ranade wrote, the force of his teaching 
and inspiration has not exhausted itself, nor has his lead become 
superfluous. It is said that while he rendered invaluable services 


1. Glde and Rist ; History of Economic Doctrines; Hans Honegger; Volks* 
vlirtschaftlische System der Ocgenwart ; Tho Svsranyi-Unger : Die Entwicklung 
der Theoretischen Volkswirtschaftslchre"; R. Stoizmann ; Die Krisis in.der heuti- 
gen flationalockonomie. 

2, See H. Pesoh ; Lehrbuch dec Natiomlokonomie, , 
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in bis time, Ranade was ‘ partly responsible for giving currency to 
the notion that Western economic theory was utterly useless for 
interpreting economic phenomena in India and indicating methods 
of economic progress', that he set the fashion in this matter 
which has continued much beyond its proper time and that what is 
now needed is comprehension more than dissent. 1 This criticism 
suffers from a misapprehension as well as from inaccuracy. .Ranade 
set up as a proper guide, one western school of economic thought 
against another western school and never condemned all western 
thought, as such, and as pointed out above, we have to do the 
same thing over again to-day. He adopted a fashion set by a new 
school of thought in the west in his time, and it continues in active 
rogue there at the present moment as a protest against the atomic, 
mechanical and naturalistic conception of economic activities which 
is still favoured by serveral thinkers. Indian Economics has, there- 
fore, its points of agreement as well as difference with the economic 
thought of the world as a whole, and its aim and instruments are 
selected to suit the requirements of the people of this country. 


10, The Indian Problem : — There are at least five important 
factors m the problem that Indian Economics has to tackle: (1) 
na ural conditions which man may be able to control or which are 
tLpcn • 1 1Sp °y ers> the ideals, the culture, the customs and 
infill enripq ln£ * inheri ted b y the people; (S) y tbe external 
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which distinguish its numerous communities, constitute the immen- 
sely confused though inviting material on which the student has to 
work, and sweeping generalizations and theories about India as a 
whole are absolutely out of the question. 

At the back of this diversity and over-shadowing it, there has 
always reposed a unity, however, which lias not escaped the atten- 
tioji even of the stranger. And the influences which a close contact 
with the outside world and British rule have set at work are shap- 
ing the social and economic as well as the political destiny of the 
land in a disconcerting manner, and the drift of the development is 
barely discernible to the careful inquirer. It seems to be generally 
admitted that in this twentieth century no country in the world 
can expect to be left alone or escape being thrown into the vortex 
of modern material civilization ; and Asiatic nations can no longer 
be what they were in the last century. Peculiar religious scruples, 
the system of caste, intense communalism, absence of keen compe- 
tition, immobility and a disposition to be content with things as they 
are, which predominate among sections of the Indian population, 
impart to India’s problems of production, population, prices, wages, 
rents, profits, currency, banking, standard of living and so forth, 
a character of their own ; and it is the purpose oklnflian Eco-, 
nomics to unravel the tangle, to analyse the natural and social 
phenomena, to show their mutual relations, indicate the working of 
the economic forces and to construct a synthesis from the materials 
so arranged and examined, vy 

U, Indian Ideals ; — On what lines India should and will 
advance it is difficult definitely to state. In any case, she can not 
faithfully copy any model though Japan, an Asiatic country, appears 
to have imitated, with some success, the political and economic 
pattern of the west. The nations of Europe and America have 
passed through a series of stages, and India presents economic and 
social phenomena which have exhibited themselves at different 
times in occidental countries. The present industrial organization 
of Europe and America can not, besides, be said to be the ideal 
phase of their evolution which has been brought about by varied 
influences, material, moral and religious. It is neither final, nor 
by any means, perfect ; and social reconstruction is, to-day, a subject 
of animated controversy in western countries. The Bolshevic 
experiment which is being tried in Russia and the several scheme's of 
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social reconstruction that are being discussed in almost all countries, 
show what uncertainty exists in the world at the present moment. 
India will find many a valuable lesson in contemporary history for 
her guidance. The evils associated with western industrialism arc 
evident to her people, and though they are drifting into it, warnings 
and searchings of the heart are only too common. While, however, 
we are warned against western evils, the indigenous variety of these, 
is no less patent and troublesome. 


Three classes of thinkers may be discerned in India : (l^the 
conservatives and revivalists ; (2) the reformists and liberals ; and 
(3) the radicals. People of the first class hold that India should 
try to preserve her distinctive civilization and to maintain her old 
economic organization, her peculiar social and industrial institutions 
and her traditional methods of production and consumption. They 
would resist the introduction, into this country, of the modern 
industrial system under which even the West docs not feel happy, 
and wherever possible, would maintain and revive the old customs, 
practices and institutions. The second class of thinkers recognize 
that western civilization is not an unmixed good, but feel that it has 
a positively bright side. They are not out to destroy the many 
a mitte ly excellent features of indigenous culture ; they' are, 
lowever, anxious to introduce the principles of individual liberty, 
equahty and fraternity wherever it is practicable. Adaptation and 
™ 1 ° n are, ^ n ^eir v iew, both desirable and practicable and they 
The a " d the West should learn from each other. 
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of the East— all these are factors whose influence on the develop- 
ment of India has been and will be profound. The whole econo- 
mic order has been violently disturbed, and the social institutions, 
the religious beliefs and the centuries-old customs and traditions of 
the Indian people, have been and are being deeply affected by 
powerful influences, the result of which is a hybrid culture, a curi- 
ous mixture of old and new, Eastern and Western. Indian economic 
phenomena are already most bewildering, and while it is not easy 
to say whither things are moving, it is the duty of the statesman to 
make the most of the materials in his hands. The work of the 
economist lies in disentangling the confusing mass of facts and 
tendencies with which he lias to deal so as clearly to visualize the 
whole position and in applying to them the laws of his science in 
such a way as to suggest the lines along which progress should be 
beneficially directed. 

12. Theory and Practice:— It is here that the economic 
laws deduced by the exponents of economic science in the West 
and based upon their own limited observations and experiences, go 
hopelessly wrong if they are applied, as they were once rigidly 
applied even in England, without the necessary qualification. But 
to our mind, the fault does not lie so much with the economic 
doctrines as with the manner in which they are brought into re- 
quisition. It is indeed dangerous to import into economic discus- 
sions in India, assumptions and conclusions which are true of con- 
ditions in England or America. It is equally dangerous, however, 
to presume that the people in India, as it were, belong to another 
planet and have little in common with humanity in other parts of 
the world, and particularly its civilised parts. 

Care must, therefore, be taken not to dogmatise or generalize 
too much from a few or isolated cases and conditions existing 
in limited spheres. The practical and the ideal should likewise be 
clearly distinguished and the static and the dynamic states should 
not be confused with each other. Errors in this regard are respon- 
sible for faulty reasoning and wrong conclusions. A few illustra- 
tions will make the point clear. The unchanging East is now 
being proved to be a myth and it has already betrayed considerable 
capacity for adjustment to altered conditions. \Tke question * Howj 
can a people who lay greater store by the other world than this,! 
aspire to attain material development ? ’ is being answered by the 
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growing national keenness for the growth of industries nnd trade 
in India. Indian labour is no longer an inert mass nnd is show- 
ing signs of a vigorous life. The deliberate adoption of the policy 
of the state management as well 11s the state ownership of railways 
is now an accomplished fact, though at otic time it was believed to 
be uneconomic. The theory of the beneficence of growing foreign trade 
was supposed to hold good in India though it yielded profit to n few 
individuals and brought ruin to many ; and now discriminating pro* 
tcction is the avowed policy of the State. The State has created the right 
of property in land and conferred it on y.untmlars in certain parts 
of India while in others it has reduced the proprietors to the status 
of tenants. It is also stated that nationalization of land which is 
only a distant ideal in the West, is a reality in this country*. Land 
revenue is supposed to be rent nnd not a tax. The presence 
and .the absence of the motive of self-interest is indifferent- 
ly assumed and conclusions arc drawn to harmonise with the 
hypothesis. Tenants and small peasants arc protected by legisla- 
tion, but no vigorous effort is made by the State to facilitate the 
starting of new industries. The need of a true gold standard for 
ndia has been alternately admitted nnd denied nnd the special 
conditions in India in this respect have been clearly recognized 

°n y rccentl} . Instances may be indefinitely multiplied nnd many 
of these will claim our attention as we proceed. 
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stood only by observation, study and training 7 ^ Many believe that 
they know the nature of social ailments and their specifics when, 
as a matter of fact, they have not even a glimmering of the essence 
of those problems. Nothing appears easier, for instance, than an 
explanation of the phenomenon of high prices. If food is dear, 
the fact is put down exclusively to the export of cereals and the 
dearness of milk is attributed solely to the slaughter 'of cattle. 
There is so much ignorance abroad that any theory passes muster, 
while as a matter of fact, the complexity of problems is so great 
that none but a well-informed and trained mind can usefully deal 
with them. Such a state of affairs prevails even in the West, and 
things are, of course, much worse in India. 

The task of the economist is not less responsible and invidious 
in India than in other countries. His conclusions will run counter 
to the accepted policy of the State in certain respects; and in 
others, they will come in conflict with the pre-conceived notions of 
the people. The Indian economist has to disentangle complex facts 
and correctly to interpret them, pointing his finger to the right path 
of progress to the State and to the community, and in doing so, he 
has to expose himself to the charge of being an impatient idealist, 
an arm-chair critic, an unpractical, inexperienced and irresponsible 
opponent or an irreverent, unpatriotic, radical reformer and western- 
ised materialist. He will, of course, have to take into account 
Indian ideals and ways of thought and action and decide how far they 
may be beneficially retained or suitably modified. He may have to say 
things which will prove unpalatable both to the Government and to 
the people as they refer to the policy and measures of the State and 
the beliefs and social customs to which different classes of the 
population are wedded. No difficulty, whatever its nature, ought, 
however, to deter the economic student from his' indispensable 
though apparently thankless task. 

13. Some Practical Questions j— As concrete instances, 
we may mention some of the practical questions which confront 
the student -Do the peculiar religious beliefs and social usages of 
India preclude the possibility of speedy progress in the economic 
uplift of the people ? Is it possible for India to stick to her own 
supposed peculiar ideals? How are these influenced by the 
cultures of other nations ? What is purely Indian civilization ? Can 
4 
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it be maintained in the face of the inroads of alien civilizations ? 
Can it be adjusted to changing conditions in and outside the coun- 
try ? Should Indian industrial development run along Western 
lines ? Can India be a manufacturing country ? Or must it con- 
tinue to be predominantly agricultural ? Is it practicable and desir- 
able to maintain and encourage the old indigenous industries and can 
cottage industries be expected to compete with foreign or local 
manufactures organised on a large scale ? What steps should be 
taken to improve agriculture and make it more productive ? What 
economic effects ate produced by the existing distribution of landed 
property? How should the relations between landlords and tenants 
be regulated without injustice to either party ? How do social 
institutions like caste, affect the economic progress of the people ? 
What changes in the ideals and ideas of the people and in the 
political and social institutions of the country are needed to pro- 
mote rapid advancement ? Is the existing educational system of 
the country calculated to assist in the improvement ? If not, how 
can it be improved ? Is the present land revenue system in need 
of reform? How can more money be raised from the people by 
J? _ through taxation and otherwise without prejudicially 
affecting their standard of living and liow may it be spent to 
e ^. “ ° u benefit ? Is the present incidence of taxation 
hn L 6 i f lat sllould bc India’s fiscal policy and what should 
with fnr^ a 101 ! S ' Ylt k tbe otber Parts of the British Empire and 
large-scale I* n a ^- nS l caM suf dcicnt capital be found for 
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These and other questions of this character assail the Indian 
economist and demand a solution at Iris hands. And well may he 
be weighed down with a sense of responsibility that is thrown upon 
his shoulders. Economic inquiry ought not to be merely an in- 
tellectual pastime to him. Nor must economic discussion be merely 
a warfare of words. His work is not intended merely to furnish 
political combatants with facile and ready-made weapons, though 
it is Ins duty to warn, advise and guide government and people. 
It is the business of Economic science, as some writers have put it, 
to state what is and not what ought to be. But national 
Economics goes further and provides guidance for the framing of 
policies. The influence of economic investigation and of the 
conclusions to which it may point, must be brought to bear upon 
the life of the community and the actions of the State. In this lies 
the peculiar importance of the work of the economist. It is in a 
spirit of profound devotion to science and untiring search after truth 
inspired by a humanitarian and patriotic desire to contribute to the 
betterment of the people that Indian Economics must bo conceived 
and the Indian economist must work. And the value of economic 
studies can not be too much emphasized in the midst of the condi- 
tions which prevail at present in this country. 

19. <2oncItlsion:-^Co the question what is the purpose and 
scope of 'Indian Economics’, the answer may, in conclusion, be briefly 
given that it has to examine the material and moral condition of the 
people of India from the point of view of economic science and to sug- 
gest safeguards and reforms that will ensure to them a reasonable 
amount of well-being while they live and work under powerful ex- 
ternal and internal influences, acting upon one another>y The clash 
of eastern culture and western civilization is a matter of history and 
of living experience ; and the former has, therefore, to be preserved, 
protected and moulded to suit new conditions. Discontent, which is 
welcome if it can be directed into proper channels, is rife in India. 
Every class is dissatisfied for one reason or another with its present 


1 Compare the foilwing definition: — "The term political economy is an 
empty phrase; it signifies nothing in modern practice. On the other hand, Nation- 
al Economics isa science which constitutes the basis of Nationality, is designed to 
control all the laws and regulations relating to education, chemistry, production, 
transportation and banking, out of which wealth is created and it makes all dead 
value remunerative.” — J. T. Peddie ; ‘A National System of Economics,’ 
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state. The capitalist, the workman, the landlord, the tenant, 
the middle class, the consumer, all share in the discontent. 
There would he nothing serious in this if it were a passing phase. 
But it persists. To mention one symptom of the trouble '. the 
Indian workman is represented at the international Labour Con- 
ference ; but even in the British Empire, he is not admitted to a 
position of civic, political and social equality. He is wanted in 
the Dominions and the Colonies to toil as a cooly, but his km 
standard of living and inferior civilization as also the racial compe- 
tition winch he sets up, are declared to be grounds sufficient to 
Justify isolation, exclusion and restriction in the case of this Indian 
citizen of the British Empire. While the Indian is thus treated 
abroad, in bis own country, be suffers from injustice and is far 
from being able to understand, regulate or control the industrial 
evolution that is going forward. Economic imperialism appears 
still to he in full swing. Imperialists want that India should be 
made to help in the rehabilitation and the strengthening of British 
industries regardless of any effects on her own, and Lancashire 
would like to dictate the fiscal policy of India in British interests. 
Efforts are made to secme the Indian market exclusively for the 
products of British industry. On the one hand, adherents of the 
older school of economic thought see nothing but benefit accruing 
to India from unrestricted competition, flourishing foreign trade, 
cheapness and abundance of imported machine-made goods and 
the decay of indigenous industries. On the other hand, economic 
imperialism wishes to control and regulate the development of In- 
dia in the interests of the Empire which means chiefly the interests 
of Great Britain. The practical effect of both the policies on the 
country is the same and there is a -powerful reaction in India 
against them. 


The helplessness which is felt in the face of the international 
and internal struggle described above, is driving some people to wage 
a desperate crusade against modern civilization and to preach, as a 
measure of defence and by way of protest, a returnto the indigenous 
rnmhoOs of industry and the restoration of the old culture and mode of 
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mass of the people, only a thin, glittering film of progress 
which hides below it, poverty, wretchedness and degeneration ; 
and they arc anxious to warn their countrymen off the slippery path 
of modern civilization. This view can not be summarily and un- 
ceremoniously dismissed as the outcome of pessimism, ignorance, 
impatience or perversity. The system of the exchange of India’s 
raw materials and food stuffs for foreign manufactures and sendees, 
which has resulted in profit to the foreigner, has not conferred an 
equal benefit upon this country, and India has had to suffer from 
disorganization worse than what Europe has undergone since the 
close of the War. The economic relation of India with the outside 
world has been altogether changed in the last century as also the 
mutual relations of classes in the country itself, with respect to the 
production, exchange, distribution and consumption of wealth ; and 
there is great danger of the incidental advantages of the position 
being exaggerated and of the detriment being minimised. The 
growing sentiment of nationalism in India has to contend with a 
similar feeling abroad, combined with -increasing internationalism 
in the organization of industry, banking and trade. This 
is the hard struggle into which India has been thrown and her 
difficulties are extremely bafiling. The question is thus often 
asked : Is India growing poorer or richer ? And the answer given 
is according to one’s preconceived notions. The standards by which 
to judge these matters themselves vary, and great care is required in 
their application. 

The situation has its bright as well as dark patches, of course ; 
and the prospect is not devoid of redeeming features. The steadily 
growing share the people are receiving in moulding national desti- 
nies, is providing them with the opportunities and the means neces- 
sary to bring about social and economic improvement, and trained 
thinkers are beginning to secure a cliance to make their influence 
felt. Interest in economic investigation is being created and its 
value for government measures is coming to be recognised. 
Beneficent economic policies are being recommended and their 
effective carrying out repeatedly urged. The social phenomena 
which Indian Economics has to handle, are not so simple 
as some people seem to believe ; and the student must keep 
his gaze steadily fixed upon the goal of his work in investigating 
and examining facts and tendencies, viz. to deduce conclusions 
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and offer advice based thereon with a view to assist in the material 
and moral improvement of the people. He must expose fallacies 
and dissipate ignorance and prejudice; and show how the nation s 
resources may be more effectively used, the means at its disposal 
may be made most of and improvement in various directions may be 
brought about. Passion, over-wrought sentiment and factious 
zeal will vitiate economic deductions ; and though economists may 
differ from one another in their diagnosis and prescription of reme- 
dies, their laborious exertions and honest conclusions will have im- 
mense value for the promotion of national well-being. 
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[From tlio Presidential Address delivered by tlio Author at tbo Urolith 
session of Iho Indian Economic Confercnco at Mysore, on 3rd January, 1020.] 


Tbo history of economic thought iu other countries suggests that when 
there i3 an intellectual upheaval and excitement and provocation of surround- 
ing social and political conditions and when there are urgent national prob- 
lems to solve, thinking minds ato driven to apply themselves to tho discussion 
of economic questions and to impart their ideas to others. Prof. Soligman 
tolls us* how this was true of tho rise of schools of economic thought both 
in tho United States of America and in German}'. He says: — “ Just as the 
economic problems of tho now German Etnpiro on tho close of tho Frnneo- 
German war gave a prodigious irnpubo to tho development of economic scionco 
in Germany, so was a liko movement accomplished in the sovenlies of 
tho last century in tho U, S. A.” It is worth noting that there was no adc- 
quatc provision for economic teaching in tho States in thoso days and that 
England and Frauen woro no hotter in that respect- American students, 
therefore, resorted to German Universities and studied at tho feet of Knics 
at Hcidolburg, of Roscher at Leipzig and of Hold, Wagnor and Schmollcr at 
llorlin. On their return to tho Stales, theso young mon wero appointed to 
tho choirs of Economics which woro created for thorn at tho leading Ameri- 
can Universities. Tho seed thus sown in a fcrfcilo soil has grown into a 
wonderful crop of researchers and scholars who are liborally encouraged and 
pntrouised in that wonderfully wealthy couutry. Evory thing in that fortu- 
nate land is on a largo scale; and the study and teaching of Economics is 
not an exception to tho general rulo. Provision for tho teaching of Econo- 
mics 18 made thoro not only in tho Universities and colleges but in tbe higbor 
classes in tbo bigb schools. Iu tbo Columbia University thoro aro between 
forty and fifty toacbors of Economics. Tho interest taken by the educated 
American public in economic scionco is so deep that tho Amorican Economic 
Association has over threo thousand members, and tho mombsrship of tbo 
Acadomy of Political Scionco ruu3 to between six and eight thousand. These 


1 “ Fostgabo fur Lujo Brentano : Dio Wirtsohaftswissensohaft naoh dem 
Kriogo." 



32 APPENDIX 

figures aloDo should make us pause aud think. Millionaires like Carnegie 
and Bockfoller have founded ehair3 and institutes for the work of economic 
research and study. 


The state of things in Franco has been different and wo, in this poor and 
backward country, may draw what comfort and moral wo can out of it. Tho 
venerable French savant, Oharlcs Gide, graphically describes * how Political 
Economy in Ms country has, on the whole, remained loyal to tho tradition of 
the Classical school, how the orthodoxy was maintained intact, for years, un- 
der the rigid control of tho narrow and exclusive Institute or “ Academy of 
moral and economic sciences”, how till tho year 1878 there was no provision 
for the tcacMng of Economics in any University in Franco, the work being 
done' at independent Collegiate institutions, how aftor that, Economics came 
to bo yoked with Jurisprudence in one faculty and how it was feared that 
this admission of tho science into the sanctum of tho University would open 
tho door wide to heretical dogmas from Germany. Till the beginning of this 
contury the instruction in Economics imparted in the colleges or collegiato 
high schools was ill-calculated to stimulate a genuine love for the science or 
tho development of economic thought. As in India, the professors had to 
prepare tho students for examinations and had to go through a courso 
prescribed by tho government. It is during the last twentyfive years that 
the basis of instruction has been widened and tho professors have obtained 
freedom owing to tbo introduction of the doctorato. Even now the averago 
French student cares to attend only the obligatory lectures useful for his ex- 
amination and gives tho go-by to the otkors, the ‘ free’ ones. Gide humour- 
ously relates how some foreign students, who went to attend Ms lectures ard 


feared they would find no room in his class, were surprised to see that there 
wore hardly fifteen pupils attending! The French student chooses his 


professor only with an eye to his examination, and a professor, however re- 
nowned for his learning, can not attract pupils by Ms attainments or scholar- 
ship. His moderate income is independent of Ms fame and the number of Ms 
students. In spite of these unfavourable conditions, Gide maint ains , tho 
literary output of French economists is by no means small, and can compare 
favourably with the outturn of other countries. Pure economics is, in Franco, 
an unproductive branch, but questions of social reform and of economic policy 

tbo country * diECUS6ed ' ^ fact > tMs is * siting characteristic of 


it J 1 ? 1 T 7 1 rcoona y> lnaian Processors were expected only to cater fo 
tuo needs oi undergraduates preparing ior tlie decree exnminof* ^ i i 
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courses of instruction and examining candidates. Outside the colleges and 
the Universities, the impulse to the investigation and discussion of economic 
problems came from the political and social conditions as they steadily deve- 
loped in the country. Chronic poverty and recurrent famines, the laissesfatre 
and laisser passer attitude of the state, the land revenue and currency policies 
of government^ the growing indebtedness of the peasantry, over-centralization 
of administration, f am ished provincial finance, cotton import and excise 
duties, the salt tax, the decay of indigenous industries — were matters which 
chiefly attracted public attention and evoked discussion, and Dadabhai Naoroji, 
Ranade, Romesh Dutt and Gokhale became exponents of independent economic 
thought in all such directions. Pure Economics found no devotees, and econo- 
mic history and economic policies absorbed the attention of such few 
students as the unfavourable conditions in the country produced. This ten- 
dency also finds a parallel in the development of economic studies in France. 5 
Apart from political organizations which made it their business to mould 
public opinion on economic problems, there were neither associations nor 
journals which devoted themselves to the study of economic theory, the in- 
vestigation of economic conditions and the suggestion of government policies. 
In tlie absence of initiative and power of any kind to mould things, mental 
depression and intellectual lethargy reigned supreme. This state of things 
persisted for years, and little was done either by the Universities or by 
enlightened public opinion to improve it. Indian economists and publicists 
found no place on the committees and commissions which were appointed from 
time to time to enquire into various questions of economic and general public 
interest. They were thus deprived of the opportunities to handle such 
problems from the theoretical and the practical points of view • and govern- 
ment and the nation lost the benefit of the touch with the realities of Indian 
life and sentiment which they were best calculated to supply. The atmos- 
phero within the Universities and outside was, in this way, not vory congenial 
to the outburst of economic speculation or to the formulation of plans of 
economic and social reform, though the little that was achieved in the 
unfavourable conditions, left no donbfc as to tko latent possibilities of tho 
nation in those rospects. It is needless to refer to such work e. g. of Ranade, 
Dutt, Joslii. 3 4 


3 “ Tho French have little taste for pure, abstract economic thought and 
suob as were, in tho beginning, inclined that way, soon abandoned the course 
and turned to questions of sooial and economic policy; Cournot and Walras 
have founded no school. To cite my personal example, I was bound to Walras 
by ties of intimato friendship and he hoped to secure in me a pupil, but oiroum- 
stancos have driven me to associate myself with the cooperative movement which 
has, in course of time, completely absorbed me.” — Qide in “Festgabe far Lujo 
Brcntano.” 

4 -Ranade: Essays in Indian Economics; Dutt : India under early British 
Rule and India in the Yictorian Age 1 Joshi ; Writings and Speeches. 
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But let me liopa that wo aro leaving this depressing past behind, that a 
new era has now dawned and that the future for the cultivation of the science 
and the praetico of Economics is more encouraging. It is .a welcome sign of 
tho times that our newer Universities have provided for post-graduate teach- 
ing and research in Economics as ono of their regular functions, and Univer- 
sity-professors havo been appointed to guide and control the work. The 
undergraduate teaching too is being made more efficient and practical. The 
older Universities havo also bognn to appreciate the importance of affording 
to young men opportunities for higher stndies in tho social sciences and 
training in tho application of their laws to problems of national life. Few 
will however, be found to doubt the inadequacy of the arrangements which 
most of our Universities have been able to make in this connection, and it 
"It 7 ndtm , Ucd ttiat thc i^oenceof tho University and college 

oH ml a £? , P S ° mc ° £ tbo Semitics still continue in the 
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to bIiow tlio importance of a comprehensive, thorough-going and systematic 
investigation of a question which affects tho lives of largo nnmhorB of culti- 
vators. Economists have a part to play in such matlors which can not bo 
allowed to bo exclusively dealt with by revenue and judicials officials. It is to bo 
hoped that tho businoss community too is beginning to realizo that a knowledge 
of economic theory is not superfluous to tho successful working of industries 
and trado. Keccnt discussion of tho policy of govornmont in relation to 
currency aud exchange and tho claims of certain indigenous industrial enter- 
prises to stato encouragement and assistance, as also tho prevailing labour 
unrest, ought to mako this clear if it has not already dawned on tho minds of 
our capitalists. Nor can our pross and politicians afford to ignoro the 
teachings of economic science with respect to tho ideals they preach and 
tho measures they propose for adoption by tho nation. There are indications 
that in this regard too a correct appreciation of tho issues involvod is slowly 
but suroly ponotrating tho quarters concerned. 

No hotter index of tbo now economic awakening that is coming over tho 
country can bo found than tho commendnblo efforts which nro being made in 
tho different Provinces to collect iact3 rolatiug to rural and urban life. Middle 
class family budgets, tbo standard of living and the wages of tho working 
classes, tho different aspects of tho agricultural economy, tho co-opcrativo 
movement, are somo of the subjects which are likowiso engaging tho attention 
of soveral, among whom govornmont officials are seen to tako a welcome part. 
Tho papotB which are read bofoso our Oonferenco aro asigniffcant testimony to 
tho highly systematic and useful nature of the tasks undertaken in this respect 
by the members of our Association, Horo too is ossontial a close co-oporation 
of tho Universities, tho governments, tho professors and tho public if substantial 
results aro to bo achieved. I may bo permitted, without being iinportinent, 
to pay a tribute to the high level of tho scientific and practical work that is 
boing turned out by our economists, whether they are mombors of our Associa- 
tion or not. A good doal of the outturn is indeed oroditable and shows that 
we aro treading tho path of professors at tho wostern Universities. During 
tho pa3t few years, every part of tho field has been taken up for exploration, 
and oeonomlc history, economic theory and practical economics havo been ably 
handled. I shall not mention the names of the authors as yon nro all familiar 
with them. What is now needed is tho application both of tho extensive and 
tho intensive methods to the work. Research associations and study socie- 
ties havo been started in a few contres, and this activity requires to be sproad 
aud strengthened. Our own Journal is admittedly capablo of improvement, 
and our membership must considerably increase. With our limited opportu- 
nities and resources, we, who are teachers of Economics and others who are 
otherwise interested in the subject, must do all we can to rouse general 
enthusiasm for tho science, mako people appreciate the value of its teaching 
for the progress of our country and enlist tho sympathy and' support of gov- 
ernment and public alike for the cause we have espoused. There is infinite 
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Bcopo for oar labours and it will bo a number of years of strenuous effort be- 
fore we can say that wo have aoliiovcd something approoinblo. Wherever 
ouo turns, one come3 up with an economic problem— why, India's immediate 
national future itself is one such big problem. Wo have to strive in tho pro- 
o nd faith that wo can usefully contribute to its solution. Wo must nmko 

Hf hT"*? t hea ^, and mu3fc fcrflln 1110 co ming generation in tho scientific ways 

0 thought. The optimistic note traceable in the above remarks is obviously 
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economic sdonco as wo bavo it to-day. Thinkers aro not wanting ovon now 
wbo will attempt a reconstruction of tbo ecionco from tho foundations to the 
top, on some novel principle 7 ; but tbo genoral tondoncy is for tho loading eco- 
nomists to rccoucilo tbo differences and to arrive at a common understanding 
with regard to essontialls. 8 9 Dr. Marshall’s influence, for instance, has been 
exerted in this direction. Tho battles on tho score of ideals and methods bavo 
boon fought mainly on tbo Gorman soil, and every fow years, an author 7 has 
come out doploring and describing a crisis in tbo prevalent State of ideas 
about Political Economy. 

Tbo battles of tho economists raged chiefly round tbo following questions: 
What is tbo distinguishing principle of Economics ns a science ? Oan it be- 
como an oxact science in tho sense in which tho natural sciences aro exact 
and aro economic laws natural laws in tho samo sonso ? Has tho science a goal 
of its own and can it pass judgmonts as to what ought to bo and what ought 
not to bo in occordanco with its particular notion of 'values’ ? What is tho 
rolation of Economics and social and political policy? Is tho economist, as a 
scientist, compotont to givo ndvico as to tho suitability or otherwise of mea- 
sures of roform ? Is tho koynoto of Economics individualistic or organic and 
social ? Is tbo acquisition of knowledge and tbo formulation of theory in a 
certain sphere of life to bo tbo only purposo of tho sdonco or is it calculated 
to bo a guido for action as well? The classical economists wbo rendered tho 
inestimable service of founding our sdonco, wore drivon to use the method of 
abstraction rathor too much in their anxiety to discover 'natural laws’; and 
their conception of economic society became mechanical and individualistic. 
Tbo ‘economic man’ was tbo horrid product of this procedure and idea; and 
in thdr schomo tboro was no room for any motivo or principle other than 
onlightoned individual self-interest or for atato policy, patronage and inter- 
ference. A theory, when it is first formulated, appears to conform to tho 
conditions with which the author is familiar and to his own ideals and 
philosophy of life. So was it with the orthodox school ; but it was soon 
discovered that their theories did not square with the social conditions ns they 
developed in England ifcsolf, and the good of tho community which was 
expected to result from individual liberty in exchange activities did not appear - 
to materialize in the case of the large mass of the people. 

The reaction against this atomic individualism was started by the 
Romantic school led by Adam Muller, who pitted against it tho conception 
of univoraali-m. According to this school, economic life, which is only a 
part of social life as a whole, can not bo dealt with in isolation without detri- 


7 I’or instanoe, R. Liefman and Oassel. 

8 Dietzel : “ Theoretisohe Sozialokomik.” 

9 Polile ; “ Die gegenwartigo krisis," 1911 ; and Stolzmann : “Der Krisis der 
heutigon Nationalokonorme,” 1925. 
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mcnt to the oommuuity. They went hammer and tongs at the capitalism; the 
competition and the hankering for gain which characterized the thoughts o 
the classical school. “National existence itself in its totality is tho true wea 
of a nation”, “Each individual productive power can produce only w en 
it is itself produced by a higher productive power. If the state ceases o 
produce, then cease all the smallor productive powers with it “ When it is 
said that a thing has value, what is moant is that it has value in relation to tho 
whole community These statements are typical of the propositions lai 
down by Muller. List’s special contribution was the introduction of tho idea 
of nationality and relativity and his substitution of the theory of productive 
power for that of exchange value 10 . The most deadly attack on the Classics 
school, however, came from tho Historical school which condemned the 
former’s abstract method of reasoning and its theories which appeared to ho 
so far removed from reality. The youngoT historical school which succeeded 
the elder, while sharing the views of the latter to the full, emphasised the 
necessity of state interference and measures of social reform, and thus 
car no 1 the nickname of “socialists of tho chair A particular philosophy of 
life — German Idealism, was again largely responsible for these conceptions 
of aniversalism and solidarity. 


The victory of tho historical school was, however, shortlived and did not 
go unchallenged. The Socialists had, in tho meanwhile, butted in. They 
adopted and refined the classical theories and used them as weapons to fight 
the capitalistic systom. Elred with the zeal of historical materialism, the 
socialists envisaged a future in which capitalism would be crushed undor its 
own woight of industrial concentration, and private property would bo done 
away with by the working classes who, suffering from low wages and 
poverty, would capture the whole social machine and triumphantly establish 
the rule of the proletariat. Their theories relating to surplus value, concen- 
tration of industry, the reserve army of labour and tho final collapse of the 
whole industrial organization did not pass muster with scientific and critical 
minds and fouled to accord with facts— just what had happened to the classi- 
cal school The chief weakness of the opponents of the founders of political 
economy lay in the fact that while they had pulled down the old imposing 
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tries. Tho new movement spread last and wide and secured adherents almost 
overywlioro, though outside a narrow cirolo, it found no foothold in Germany, 
Tho goal which tho classical economists had only partially succeeded in 
attaining, was effectively reachod by tho now school of thought, though by 
quite another path. Tho bridge connecting men and markets, put up by the 
former, consisted of flimsy stuff such as value in exchange, solf-intorest and 
tho cost of production ; Mongor constructed it out of stronger and more 
dnrablo material extracted from tho qnarry of the human mind viz. utility, 
wants and their statisfaction. 

Though tho revival of thoory and tho reconstruction of the scionco wero 
welcomed o'n all sides, economists did not build on a uniform pattern. The 
old feuds had not, besides, completely censed, and tho discomfited fighters 
repaired their wounds, polished their armours and sharpened their weapons, 
roady for tho fray again. Tho last twonty-Gvo years have, nevertheless, 
been a poriod of reconciliation, coordination and understanding, and it is 
important to consider in what respects substantial advanco has boon made by 
economic science during this period and what solid ground has been covered 
by economic thought. It was at ono timo believed and stated that tho war- 
time experiences and mentality would shatter Economic scienco to pieces nnd 
that it would thon bo necessary to construct tho wholo thing anew in tho 
light of tho happenings of the dreadful calamity. Nothing of tho land has 
come to pass, and the Ecionco Btanda foursquare to all tho winds that blow. 
The war indeed furnished to the economist thoso experiments which are 
not normally available in the human social laboratory and taught him 
many a lesson regarding tho necessity of establishing a close touch between 
economic thoory and economic politics . Extonsivo state control, embar- 
goes nnd rationing, tho breakdown of monetary standards, inflation and 
deflation, enormous public debts, burdensome taxation, trade boom and 
depression, labour troubles, cartels and trusts, widespread and distressing 
unemployment and government doles, state subsidies to aud protection of 
national industries — these and other such phenomena and measures which 
characterised the timo of war aud tho post-war period, have served to illus- 
trate the workiug of economic laws and have also armed the different schools 
of economic thought with arguments in support of their favourite theories 
aud against their pot aversions. It is significant that even bofore the war, 
the necessity of reconsidering and reshaping their own traditional systems 
was keenly felt by the adherents of the economic schools, and this represented 
an attempt to reconcile theory to reality. We thus meet with so many 
“Neos” — Neo-Liberalism, Neo -Mercantilism, Neo-Romanticism and Neo- 
Socialism 11 . Economic Liberalism is the lineal descendant of the Classical 
system and the reconstruction of theory attempted by its representatives, 
among whom Cassel may be prominently mentioned, has not improved 


11 Hans Honegger : “Volkswirtsohaftliche systems der^Gegen wart.” 
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it- reputation”. Its theory still remain* individrulistie, tmconccrce' 
■with the actual social conditions r.ztl moves in tl» P™ w ° 
mechanical and natural lw. Bnt the fundamental »«1«s of 3UbDwl» 
tipper to have been staLn cv<n in England, its original Lorn" «w 
stronghold. Prom an exhaustive study of Ltbralism and Fro.ee 
ism in English economic policy since the war, Dr. TWbuschet, - os * 
tho following three conclusions : — The individ«ali B tic constitution of Leg l * 
industry, particularly manufactures, and nbo tanks, has Inert increasingly 
replaced hy an organized rmd centralized «trnclnro which allows no free p’D 
to competition, the pride of English economy of old, ard secures ft eiic. con- 
trol of markets. Anothe' tendency which threatens Liberal principles is t-ie 
increasing importance which is being attached to tho producing classes to the 
neglect of consumers whoso interests were paramount lyfore, which means tho 
weakening of the insistence on a free trado policy. Thirdly, the Fume result 
flows from tho claim of different groups of consumers to tho maintenance of 
the standard of living already reached by them. The Liberal principle of 
individual freedom is generally admitted to bo sound ftt bottom, nnd what is 
objected to is the exaggerated Liberal idea of its efficacy almost as n universal 
rule of policy. It has, therefore, already had to make important concession 
to the prindplo of solidarity. Soda] politics is now held to bo compatible 
with Liberal theory within large limits. It is said that tho aim and tho 
means of ‘sozialpolitik’ roust ta distingoi c hed. Tho aim is always the same 
viz. the maintenance of tho community in health nnd power, guarding it 
against the opposition of its parts, particularly for tho protection of the weaker 
classes such as the industrial workers.'* And even a theory of social politics 
has now been formulated. 

. . ^ conT " mc ing proof of the process of theoretical adjustment and recon- 
ciliation is provided by the efforts of tho supporters of the marginal utility 
eoiy e^nbeft by its opponents as a mere play vrlth. Trords, and doprocat- 
t as subjective, individualistic and mechanical— to -fit it into tho organic 
1011 ° Wba0r ” TfrCD c r d” es the necessity of malting econo- 

life ennnntoh* CMr ve with social theory as exchange activities or economic 
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social marginal utility and social marginal cost. Ho puts man and not 
wealth in the forefront of his studies, and contends that in the freedom of 
competition and in the production of wealth not the mechanical and individu- 
al, but the social point of view must be emphasised. Ho also holds that the/-* 
conclusions of Ethics and Economics can nob long remain in conflict as both 
have to deal with man as a member of organized society. The idea that in- 
dividual economic activity can not be conceived independently, of its organic 
relation to other activities and to the whole community, receives fruitful 
development in the bauds of the Neo-Romantic school, and the host exponent 
of this movement is Othmar Spaun of Vienna.' 6 According to him, tho in- 
dividual is a ‘ social individual,’ impenetrated in all Ms activities by his social 
character. Economic lifo is only a means to the larger social life, and yot 
is influenced by the whole. All economic problems are solved with this hoy 
of organic relationship botweonthe whole and tho parts. Following Stammler, 
Karl Diehl emphasiso3 tho influence of law and social order on economic 
phenomena. He lays down the fundamental principle of Ms thought in the 
following words : — "All economic phenomena are bound up with definite 
forms of social organization. Economic theory has to explain those pheno- 
mena which make their appearance within the limits of definite organizations 
of economic life, held together by legal tics.” 17 Rudolf Stolzmann 18 has 
thrown into bold relief the sharp distinction between the natural and tho social 
sciences, botween nature and freedom, causality and • teleology, and looks 
upon economic society as an organization imbned with aim and purpose. The 
ideas of several other tMnkors have moved in a similar direction, and in spite 
of their differences with one another, they have a good deal in common. 

Points of general agreement, as they emerge out of recent discussions, 
may now be noted: — Economics as a science has its province woll marked out; 
it deals with'ono aspect of social lifo which is related to the efforts of men 
to satisfy their wants. Tho distinguishing principle of economic activity 
is tho general principle of rational human conduct, tho principle of minimum 
of sacrifico. This principle is, however, applied by the individual witMn the 
limits of a community and as its organ, and subject to its laws, ethics, usages 
and traditions. Economic life is nothing preordained, natural and rigid, and 
wc can not scientifically treat it in torms of quantity only. The scxenco of 
economics, dealing with such life, ha3 no ideal of its own to preaob, but its 
theories which are based upon historical and contemporary events, are calcu- 
lated to show how the social ends that arc proposed may bo most efficiently 
attained. Thus are kept apart the provinces of economics and ethics as 
sister sciences, as tho mixing up and the overlapping of tho two does not 


1G “Pundaraent dor Yclkswirtsohaftslebro." 

17 “ Thooretisohe Natiormlokonomie ”, T. 

18 “ Krisis dor keutigon Nationalokonomie." 
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the slaves of the latter, which can be resisted and moulded by organized 
effort, as the history of the western world demonstrates. List’s theory of 
productive power and his tariff for national uplift receive their best support 
from these considerations. To spealt of world economics and cosmopoli- 
tanism in this connection i3 as unmeaning as to roly on the self-sufficiency of 
individualism. For the convenience of detailed study wo may divide our 
discipline into puro oconomy, individual or private economy, state economy, 
national economy and world economy 2 '. But the economy of the most vital 
importance in the world as it is politically constituted to-day, is national 
oconomy. Tho doctrines of economic scionce are expected to cover all these 
branches or phases, and it is now generally agreed that there is no world 
economics comparable to national economics. Wo hear now-a-days people 
speaking (and acting) in terms of nationality and empire in economic affairs; 
and empire products, imperial markets, imperial preference and inter-imperial 
migration, are concerned with political policies actually worked out. Thero 
is indeed tho risk of an economic scientist taming out a party-politician and 
of his being a bad politician and a worse economist 52 But this description 
carries condemnation on its very face, If economists are not to give expert 
advice, what do they oxist for and what is tho meaning in onr insist- 
ing that their co-operation should bo sought by government in investigating 
and solving social problems ? Western nations recognizo tho value of the 
Services of their economic oxports. 

Now, what has been the trend of economic thought and practice in India 
during the last few years ? It will be found, on a littlo reflection, that the 
movement, though slow, has been, consciously or unconsciously, along the 
lines sketched abovo. Ideas and policies in this country, were at first under 
the powerful influence of English orthodox opinion represented by Ricardo, 
Mill and Fawcett ; but Indian thinkers soon broke loose from its grasp, and 
the revolt iB best illustrated by Ranade’s masterly exposition of Indian 
Political Economy. The lead has proved effective. Government in India has, 
for yearn, recognized its function of correcting the disturbed balance of social 
forces by legislating to protect the rayat against the sawkar, tho agricultural 
against the non-agricultural classes, the tenants against the landlords and the 
^workers against their employers. But it hesitated to pursue tho same policy 
in relation to the forces of disturbance coming from outside. Max Weber 23 
has said that economic organization is fundamentally rooted in politics, and 
must, in the last resort, be explained through it, J. M. Keynes showed 
how the British government and Parliament brought depression on British 
export industries by their exchange policy of artificially restoring the normal 


21 Sartorlus von Waltershausen: "Die Woltwirtsohaft 

22 Adolf Weber: "Die Aufgaben der Volkswirtsohaftslehre als Wissen- 
schaft.” 

?3 Hans Honegger.' " Volks wirtschaftliohe systems der Gegonwart,” 
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rate in the middle' oi W25 *, and a similar complaint has hcc^ 
against government in this country also with regard to ^ Q esc an 
During the last tew years, at least four important public inquiries h 
place in India in relation to questions of great impor ncc, an y 

changes which have resulted from them, may bo nttn nte' , in . 

measnre, to the political influonee of the Indian legis aturo. .^c 

Commission recommended the adoption of a policy of protcc ion , 

abolition of the cotton exnso datics, and government accepted a ram 
alteration in its traditional economic policy. As an ontcome of nno 
enquiry, the principle of direct government management of state tailw J 
had to be adopted, though it had been declared to be uneconomic. * 
Currency Commission condemned the gold exchange standard ns ot 
■unsuited to the peculiar conditions of India though it foiled to give sufficien 
weight to such considerations on the vital question of gold currency and t 0 
exchange ratio. The Eoyal Commission on Agriculture has made one very 
striking observation which goes to the very heart of the matter wo are 
dealing with here. Declaring that the most important factor making f° r 
agricultural prosperity is the outlook of the peasant himself and that the 
success of all measures designed for the advancement of agriculture 
mnst depend upon the creation of conditions favourable to" progress, the 
Commission maintains: — “Tho demand for a better life can, in our 
opinion, bo stimulated only by a deliberate and concerted effort to improve 
the general conditions of tho country side, and we have no hesitation in 
affirming that the responsibility for initiating tho steps required to 
effect this improvement rests with Government.” It proceeds to state that 
the failure to grasp the fall significance of this proposition explains the 
absence of any co-ordinated effort to effect the required change in the 
surroundings and the psychology of tho peasant without which there con be 
no hope of substantially raising his standard of living. 

The frank and emphatic statement of the Royal Commission furnishes 
tbs key to a correct understanding of the larger problems of Indian 
Economics — a terminology winch, by tho way, is still found perplex- 
ing by some thinkers in this country — and apart from t b^r narrow 
aspect of immediate political expediency, controversies in connection 
with such questions as those of the Reserve Bank, reservation of 
coastal trade, purchase of government stores, railway rates and the 

investment of foreign capital in India, are not likely to bo intelligible in 
their economic bearings without its help. We havo long played hide and 
seek with our problems. Consider again the condition of the Indian 
peasantry. The revenue authorities study it from the restricted point 
? ° f asa 'ion aad rent, and Ricardo’s theory of rent is used or misused 

Wo ?r SS - irrigation department must bo run on a commercial 

coltWat or 6 ^ " WlHl lta “ conie ftom water rates to be charged to the* 

cultivator, ThelWt department has its own rules to enforce on the 
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peasantry, surely in the best interest of the natton 5 s * valuable property. 
The Agricultural department wants tbe rayat to adopt improved methods, and 
co-oporatorsurgo him to join their movement, both with the idea of increas- 
ing his income, a good slice of which is, however, taken away by the Indian 
Finance Member through his exchange policy. The Government and the 
legislature propose to consolidate his holdings and prevent fragmentation. 
The local board wishes him to pay higher rates to be able to enjoy greater 
amenities of life and government can not do without more money coming 
from the same source. The advocates of khaddar preach to him the 
virtues of the charkha. And the sawkar is all the while there watching 
the whole game with interest and curiosity. The problem iB thus handled 
piecemeal, the friends of the rayat play at cross purposes and no body 
knows exactly how the agricultural industry and the peasant stand economi- 
cally. It is hardly realized that no amount of research on crops, fertilizers 
and pure seed — things valuable in themselves — 'Will improve the condition 
of the peasantry until we study the rayat as a whole as well as in parts. 
An intensive study of the different aspects of bis life and activities is indeed 
indispensable, and much work has still to be done in this direction. We, 
in this Conference, havo been doing our bit and discussing such problems 
o. g. marketing and land tenures, and much more needs to be done through- 
out the country along the same lines. But we must also sco things in their 
proper perspective. The social, the organic, tho national point of yiew must 
never he lost sight of in all such questions. 

It will be superfluous to state that in our teaching and study tho 
foundations of general economic theory must bo laid strong and deep, and a 
weak grasp of it is responsible for much of tho inefficiency and futility of 
Indian education. Wo have a rich store of literature to draw upon for this 
purpose, and it has to be fully utilized. Detailed investigation and research 
into all branches of social life is the great need of the hour in India, 
and our ignorance in this regard is colossal. Collection of facts and their 
interpretation will enable us to apply, illustrate and modify economic theory 
where necessary and even to reconstruct it. And then comes the scrutiny 
of measures of reform proposed and the formulation of policies for the 
guidance of government and public. As we can not neglect the first, we 
must not fight shy of the last. It should not be forgotten that economics 
ha3 been, from its birth, a theoretical and a practical science and that while 
inspired by prevalent forms of philosophy, it has had its eye on and not lost 
touch with reality of lifo. Recent tendency of thought makes this quite 
clear, and text-books on economics 84 pay special attention to oconomie 
policy, devoting separate chapters or volumes to the discussion of practical 
economics. 85 The problems to ba handled are too numerous to mention here, 


24 Philippovich : “ Gruudriss dor Politischen Oekonomie." 

25 Wolfgang Heller : “Tlieoretisoho Volkswirtsohaftslehore.’ 
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covering as they do, tUa wholo of India’s social and economic life. In 
studying and expressing opinions on them, the oconomist has to do his work 
patiently, scientifically and fearlessly in viow of tbo country’s history, ita 
social structure, its philosophy, its political condition and its needs of mate- 
rial development, leaving it to the statesman and the politician to use the 
lover of authority to carry through measures of national benefit. Tho3c aro 
the linos wo have to follow in this country, and that is the purpose and the 
provinco of Indian Economics. 
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15, Progress : — It is obvious that advance in material well- 
being must largely depend upon a community’s will to improve, 
that is, upon the intensity of the urge of the ‘ economic motive — 
the impulse to save and spend on an increasing scale. Where 
this force is feeble or lacking, material progress will be slow or 
conditions will be static. On the very threshold of a study of Indian 
Economics we are, therefore, confronted with the question of the 
psychology of the Indian people in relation to wants and their 
satisfaction ; and it is against the background of the normal Indian 
attitude on life that problems regarding the production and distribu- 
tion of wealth will have to be discussed. Doubt is often expressed 
as to the efficiency of the economic motive in Indian society, and 
therefore, as to the possibility of appreciable or rapid economic deve- 
lopment in this country. This question will, therefore, claim our 
attention in the present chapter. 

Examination of' the phenomena of social change from 
the point of view of evolution, has yielded striking results. It 
is instructive to trace the process through which institutions 
and ideas relating to religion, morals, politics, industry, trade 
and social customs have passed before attaining their present forms 
in different countries. A. number of factors combine to produce the 
result in each case, and a knowledge of their operation under vary- 
ing conditions and at successive stages of development, is calculated 
to give useful guidance in the work of amelioration and progress. 
The history of the world is essentially the history of ideas and in- 
stitutions and of the rise, decline and fall of communities, nations 
and states, each leaving its legacy of achievement to those com- 
ing after it. They have all made their contribution to civilization 
which consists in settled life and goodTgovernment, in the pursuit of 
sciences' and arts and in morals and religion ; and modern civilization 
in the West is indebted to the inheritance received from Greece, 
Rome and the Teutonic nations as well as from the East. . People 
may be seen even to-day going forward with rapid strides on the 
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path of development or marking time or in a state of decay. Progress 
is, however, a complex phenomenon, and there is no recognised in- 
fallible test by which it may be judged. While there arc certain 
standards which are commonly used for estimating it, the constituent 
elements of progress can not be precisely stated because the deve- 
lopment is not necessarily even in its course and uniform in the 
varied spheres of life. A rapid increase of material prospesity is thus 
not incompatible with moral deterioration, and vigorous intellectual 
and ethical growth may be accompanied by material stagnation. The 
action and reaction upon one another of a variety of forces winch 
operate with varying degrees of intensity will have produced a cer- 
tain social state at a given time and in a given country; and the 
condition is the sum total of development simultaneously taking 
place in different directions. 


Though human advancement from the earlier to the later states 
of existence is an indisputable and an undisputed fact, there is a 
divergence of opinion regarding the nature and the prospects of pro- 
gress. There are some who do not see in modern civilization any 
improvement over its predecessors, and, in any case, deny the possi- 
bility of our indefinite advance from good to better . 1 “ Axe people 
physically stronger than they weTe in the past? Have the triumphs 
of physical sciences, of our discoveries and inventions, really made 
the lot of man happier ? Is there greater love, freedom and equality 
among the peoples of the earth ? Is there not greater social conflict 
and more discontent in the world than there were ever before ? " 
With the pessimists who ask such questions, the technical, political 
and social advancement of recent years is at a heavy discount. But 
the progress which consists in an increase of knowledge, power and 
fellow-feeling, has not been and can not be denied ; and that human 
acquisition has likewise not been renounced. Happiness has indeed 

rather tl 1 & . SQUrce of spiritual peace and contentment 
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The well-being of individuals and communities is undoubtedly 
not determined solely by the material wealth produced and consum- 
ed by them. Nevertheless, a little reflection will show that material 
betterment constitutes a valuable criterion of their progress. Man 
is born into a social life, with individual wants and desires and 
family and communal duties and responsibilities imposed on him, 
The desire for freedom from pain and for power and pleasure, 
appears to be inherent in human nature, and has been manifested 
in individual and group life in every epoch of world’s history ; and 
popular feeling of discontent or satisfaction in respect of material 
conditions at a given moment, is an index to the common apprecia- 
tion of the idea of progress. It should be borne in mind, besides, 
that ideals and standards of well-being change with the modification 
of material conditions and social institutions, and what was gross 
and superfluous yesterday becomes necessary and refined to-day. 
Steady increase of population, spread of knowledge and enlighten- 
ment, maintenance of peace and order, cultivation of refined tastes, 
improvement of public health, augmented production of wealth 
resulting from the application of physical science to industry, easier 
accessibility of intellectual comforts and social amenities to con- 
tinually growing numbers in the community — these' are generally 
regarded as satisfactory indications and tests of progress ; and to 
secure advance along those lines is the commonly avowed aim of 
private and public effort. 

16. Wealth and Welfare -The material wants of man are 
unlimited in number but even their full satisfaction does not ensure 
to him complete or lasting happiness. Man does not live by bread 
alone. He can not, however, live only on metaphysical speculation 
either. Materialism which prefers the external sources of satisfac- 
tion to the internal, has been denounced by most teachers of religion 
and morality ; and the individual pursuit of wealth and the social 
organization which results from it, are represented as being a 
challenge to high ethical principles and spiritual ideals. Those who 
take this view, do not, of course, contend that an. increase ofmaterial 
wealth brings no satisfaction or that it adds nothing to welfare. But 
they do hold that the satisfaction obtained from external objects 
through the senses, is conditional, evanascent and uncertain and is 
consequently inferior to spiritual happiness which is absolute and 
permanent. Materialism is, according to them, nothing but the 
7 
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pursuit of a mimgc and they urge that as ‘ the fruit of the tree of 
knowledge always drives man from some paradise or other V it is 
man should straight off specie the peace and the 
the sout instead of wading to happiness through the mire 
atermi pleasures. To attach exaggerated importance to materia! 

indnWn r CC Tn n \ * m ‘ stid<c ’ !)Ut to ignore them and to 
ulgo only in talk about matters spiritual, i s no !c=s erroneous. 
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It examines the methods and institutions which have grown up in 
this sphere of human life and suggests ways for their improvement. 
There is no better justification for looking down upon Economics 
for concerning itself with these matters than there will be for depre- 
ciating the science of Medicine for neglect of man’s spiritual well-be- 
ing and studying his bodily ailments with a view to discover reme- 
dies for their prevention and cure. It is not the province of Economics 
to determine what is morally right or what is spiritually -good. It 
has its own standard and test ; it does not, on that account, how- 
ever, exalt its principles to the status of universal and unerring 
guides to human conduct. But though economic science does not 
make it its business to pass ethical judgments, it is not unmindful 
of spiritual welfare and does not omit to take jnto account altruistic 
sentiments and moral ideals in order to correlate its conclusions to 
facts of individual and collective life. 

17. Pessimism and Progress Economics is, comparatively 
speaking, a young science, and its growth has been stimulated by 
the increasing complexity and strenuousness of modern material 
life. Recent progress of humanity has chiefly lain in man's ex- 
panding control over the powers of nature and their ever-growing 
utilization for the promotion of his happiness. As new utilities are 
discovered and the range of objects calculated to satisfy human 
wants extends, consumption and production, demand and supply, 
endeavour to chase, without overtaking, each other. At the begin- 
ning of the last century, Malthus was at a loss to know how means 
of subsistence could be found for the rapidly multiplying popula- 
tion of the world and thought that famine and pestilence would, in 
the absence of moral checks deliberately applied, inevitably cut 
down numbers to the limits of the food supply. These apprehen- 
sions have not been wholly falsified ; but the conditions which 
inspired them having been radically altered owing to the progress 
of physical science and improvement in economic organization, it 
has become possible, especially in materially advanced countries, to 
maintain a much larger population on a higher standard of living, 
The changes associated with the new system of production, ex- 
change and distribution of wealth have, of course, had the effect of 
making the social organization more complicated and of intensifying 
the struggle for existence, thereby lending support to the idea that 
modern civilization is a delusion and a snare. 
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It is not difficult to show that this pessimistic view of .^ e 
subject suffers from a good deal of misconception and exaggerate > • 
People who see nothing but unrelieved gloom on the horizon a 
fail to perceive any redeeming features in the materialism surroun 
ing them, cast ‘a longing, lingering look behind on a go en J* ; 
which they locate some where in the past. They fad to re. 
that their sweeping condemnation of the economic aspect of mo 
civilization would equally apply to other social phenomena, an 
politics and jurisprudence, for example, would not escape . lw 
censure passed on economics. Thus, if their line of reasoning 
were rigidly followed, modern, democracy, with its struggle- or 
individual freedom and political rights, would have to make ^ room 
for the simple autocratic forms of government which it has displac- 
ed ; and the happiest epoch in the history of mankind would c 
that when man had not yet emerged from the savage state ! The 
lot of the primitive man would, in that case, become enviable as be 
had very few wants and cares ; and what needs he felt, he could 
presumably satisfy without much trouble. 1 The prospect of return- 
ing to the conditions of by-gone times, to tbe state of nature, lS " 
assuredly not cheerful ; and the fact is indisputable that even the 
savages had to carry on a perpetual struggle against the forces of 
nature and against one another and had to wander over the face of 
the earth in search of food and shelter. Lest it be thought that 
this is a caricature, let us take any stage of human social develop- 
ment above that of sheer barbarism. It will be found to represent 
more worries, a more complicated system of living and greater 
effort to satisfy the growing wants than what had characterised 
preceding states. You can not stop at a particular stage and say 
‘here was man s paradise of earthly existence 1 ’ 


1 “ But tliis is merely to argue, what is of course true in a certain sense, 
that the beast is happier than the men, the a wage than the civilized man, the 
foci than the wise man, the lout than the active man, the dolt than the refined 

-The pessimist can plausibly argue that man would he better otf 
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ethics" and! economics 

Pessimists would not apparently like to part with the conve- 
niences and comforts which the advance of physical science has 
placed within the reach of mankind and which constitute the basis 
of contemporary civilization. They would assuredly not be pre- 
pared to deprive the mass of humanity of the benefits which it now 
derives from the growing use of machinery, steam and electricity. 
They forget that the simple mechanical devices of the older civiliza- 
tions, such as the plough and the water wheel, the cliarkka and the 
kandloom and the horse carriage and the weapons of the chase, 
the fisherman’s net and the potter’s wheel; were nothing but 
contrivances laboriously fashioned as means to achieve greater 
material happiness. If their attitude, therefore, is to be taken to 
imply only a protest against the selfishness, the bustle and the 
strife which seem to be characteristic of modern civilization, Econo- 
mics will have no exception to take to it. That science does not 
object to the ideal of plain living and high thinking, and is only 
concerned to secure to the large mas9 of human ' beings a living, 
plain but sufficient, in fact, their daily bread so as to make it possi- 
ble for them to think of higher things. The history of the world 
shows that each tribe, community and nation has been confronted 
with this problem of securing a living and that it has tried to face 
it in its own way. Conditions in our time are radically different 
from what they were even in the near past. Means of communica- 
tion are becoming daily more rapid and easier and the peoples of 
the earth are being brought into closer touch with one another. 
The steady increase in the world’s population, the growing 
popularity of democratic forms of government, the advance of 
physical science and the extension of international commerce 
are forcing new problems to the front while old institutions have 
become out-of-date and traditional remedies are seen to have lost 
their potency. It has, therefore, become necessary' for each com- 
munity to adjust itself to the changing conditions in the best 
possible way and for thinking minds in all countries to devise 
means to maintain human civilization, taken as a whole, in a state of 
healthy equilibrium. 

18. Ethics and Economics : — An important aspect of this 
question relates to the belief that purely economic wants and the 
efforts made to satisfy them, have little moral value and that the 
highest good of mankind can be achieved only by the individual 
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pursuit of spiritual ideals. It is obvious that the very existence of 
man depends on the satisfaction of at least his primary wants which 
can not, therefore, be ignored and that there would have been no 
civilization worth considering to-day if past generations had not 
striven, according to their lights, to promote their own material well- 
being and had remained content with things as they found them. Be- 
ing itself a social science, Ethics points out the right standard for 
man's conduct as a member of society, with obligations and duties 
towards his fellow-beings which, of course, involve the satisfaction 
of material wants. Moral ideas are themselves based on human 


needs and experience and on what is commonly accepted as benefi- 
cial and necessary and what, therefore, has to be done or avoided . 1 
The elementary physiological wants of man create a desire to secure 
objects calculated to satisfy them. The resultant activities of the 
hands, the mind and the brain develop the individual and social 
qualities characteristic of the human being and constitute the found- 
ations of civilization. Egoistic impulses are as innate and instinc- 
tive in human nature as the altruistic, and Ethics aims at the perfec- 
tion of the self through the harmonization of the two and not the 


suppression of either. The two are complementary , and economic 
desires and activities are thus both the cause and the effect of such 
sentiments as those of love, sympathy, benevolence and fellow-feel* 
mg ; and customs, institutions and ideas grow up in which self-inter- 
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have lowered the general moral tone of society. This is clearly a 
one-sided view of the situation. While it is true that the tempta- 
tions and the means of gratifying sensuous desires have multiplied, 
and material obligations appear to fill a large space in man’s life, it 
may be urged with justification that moral considerations are having 
greater sway over the individual and the communal mind and that 
the social and the economic institutions of the day are widening 
the basis of human sympathy and, even according to hedonistic 
philosophy, are tending to accomplish ‘ the greatest good of the 
greatest number’. 1 The modern systems of national and inter- 
national trade, banking and finance and concerted action for the 
moral and the material improvement of the peoples of the world 
presuppose and strengthen mutual trust and sympathy and go to 
indicate that the ethical sense of mankind is perceptibly growing 
more pronounced every day. It is, therefore, essential to bear in 
mind the good points of the modern economic regime along with, 
its evils. Production of wealth on a more extensive scale is placing 
within the reach of increasing numbers the means of education and 
culture ; and intellectual and social amenities are no longer the 
monopoly of a few favourites of fortune. Materialism may be 
justly condemned in persons and classes blessed or cursed with 
ill-gotten and ill-used superfluity ; but it would certainly be the 
height of cruelty to preach spiritual contentment to the millions 
who can not satisfy even their elementary wants. However lofty 
our spiritual ideals may be, the craving for material necessaries and 
comforts of life is a fact from which we can not get away ; and a 
systematic study of economic activities and institutions directed to 
the discovery of the underlying principles and the enunciation of 
the governing laws, therefore, assumes an importance which it is 
not possible to deny. 

19. Position in India:— -This discussion of the nature of 
wealth and welfare and their relation to each other, is particularly 
relevant in view of the misconception and the conflict of opinion 


1 “ Eaoh new want ia an additional bond between men, since wo cannot, 
as a rule, satisfy it without the help of our fellows ; in this way the feeling 
of solidarity becomes stronger. The man who has no wants, the anchorite, is 
sufficient to himself ; this is just what he should not bo. As for the working 
olassos, we should be glad, and not concerned, that new wants and desires tor- 
ment them unceasingly ; were it not for this, they would havo remained in 
perpetual bondage."— Charles Gide: Political Economy. 
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■which prevail with respect to the subject in and outside India and 
of the special bearing it has on the economic development of this 
country for which great solicitude is evinced on all sides. The 
orient and the Occident appear to be so sharply divided in all res- 
pects that it is usual to contrast the spirituality of the Indian 
people with the materialism of the West; and while the contrast is 
generally cherished as a compliment by Indians, it is often made by 
outsiders through a feeling of depreciation mingled with pity. The 
difference between the two attitudes strikes the superficial observer 
as fundamental, and Indians are cither raised to the heights of 
superior beings or relegated to the category of inferior races. 
Indian spirituality is understood as a system of metaphysics which 
makes the renunciation of worldly thoughts and affairs as the 
primary condition of human happiness or is conceived as a mysticism 
or fatahsm winch is indifferent, if not hostile, to material life. 
Western materialism is represented, on the other hand, as a robust 
and optimistic philosophy of action and progress. As a people’s 
general outlook and their motives of action are bound to have a 
profound effect on economic conditions and prospects, it will be 
fr S l U !, ( ) J find out wliat support the above views receive 
ideals ?3^ Ce ^ St0ry ’ (2) to c °mpare Indian with Western 
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national achievement or advance in the material sphere . 1 The whole 
history of India runs counter to any conclusion 1 of that import. 
There is ample evidence available to show that even in ancient 
times India was rich in the goods of this world as well as in spiritual 
and cultural wealth; that her people desired and enjoyed material 
pleasures in the same way as any other nation, ancient or modern; 
and that sciences and arts were, for centuries, vigorously cultivated 
within the borders of the country. The backwardness and poverty 
which characterise India to-day, are not, therefore, due to inherent 
incapacity of the people to appreciate the satisfaction yielded by 
material objects; nor are they the effects of excessive preoccupation 
with the thoughts of the other world and a studied indifference to- 
wards the affairs of mundane life. Vicissitudes of fortune have 
spared no race or country, and civilizations have either stagnated or 
died out after making a little- splash. This fate has successively 
overtaken many an Asiatic civilization the relics of which reward 
the researches of archaeologists and orientalists, from time to time ; 
and the civilizations of ancient Greece and Rome have not faired 
better. The peculiar merit of Indian culture lies in this that it has 
exhibited wonderful vitality in surviving, instead of succumbing, to, 
the shocks dealt to it during a period of three thousand years, It 
marks time to-day but has already demonstrated its marvellous 
adaptability and capacity to benefit by environments. 

20. Evidence o£ History: — Ignorance, superficial observa- 
tion and prejudice are chiefly responsible for the view commonly 
held on this point. The robust optimism of a people setting their 
feet on the path of material advancement, reflected in the Vedas, 
admittedly the earliest recorded expression of human thought and 
sentiment in the world, the achievements of progressive civilization 
portrayed in the Ramayana and the Mahabharata, the splendid 
empires of Cliandragupta and Ashoka, of Samudragupta and Harsha 


1. Ruskin’s exhortation to his oountrymon to return to tbo gorgoous East 
their borrowed ideas about possossivo wealth, is on interesting commentary on 
this viow. Ho says: — " Hoy, in some far away and yet ufidreamt of bour, I oan 
oven imagino that England may cast all thought of possessive wealth back to 
the barbaric nations among whom they first arose and that while the sands 
of the Indus and adamant ofGoIoonda mayyot stiffen the housings of the charger, 
and flash from the turban of the slave, she as a Christian mother, may at last 
attain to the virtues of a Hoathon one, and bo able to lead forth her sons saying 
* these are my jewels".— Unto This Last, 

8 
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m the North and of the Cholukyos, Raslitrakulas, Cholas and otheir 
ni mg amihes in the South, would have been impossible if the 
people of India had scorned the joys of the earth and had been 
rncapa e of worldly advancement. Their daring navigation, 
< 'sen arous colonization and extensive overseas commerce, carried 
the fame and the culture of Lidia far to the west and the east. 
ZaT C 1 01 h timber, spices and precious stones were transported in 
.? " ndian merc hants to the coasts of Persia, Egypt and 

and ail anCan ' F ° rCign ' risitors llkc Mcgasthenes, Huen Tsang 
bv the literat " Cre attractcd as muc h by Indian sciences and arts as 

T pcop,c - The ui r y 1 

tot our tlWef r 016 ?' G f Ce ? C and werc a familiar sub- 

India was a sealed* hn t? ^ n(licl civilization of ancient and mediaeval 

Sanskrit scholars during the lat educated classcs ‘ Researches of 
a new lidit altowpfi ® T ast generation have, however, thrown 

on the authority of b^sL^abicVtt 100 ' ^ 5t ^ dcmonstratcd ] 

in stone and inscribed Cts recor dcd in documents, carved 

was in the vanZrf r « 1 f ° r Several Juries, ‘ Indi * 

spiritual, and plaved o , . 1G v ' or ^ s civilization,' both material and 

which compares ^yommy^Tth ^ • hc ? rogre5S of lll,man ' ty ’ 
other country. ac c °ntribution made to it by any 

• of this civilization waslmeaunted referredto here, the course 

stagnation succeeded. But > an o centuries of deterioration ana 

the rise and fall of the Vim ^ t lGSe Regenerate times witnessed 
Whose history does «ot len HS ar ’ MOgUl and “arrtta empires 
Passivity and renunciatio n t „ su PP ort to the theory of Indian 
a land of mystery. The ° 16 westerner, India has ever been 
and eighteenth centuries thmmhf advei ) turers of the seventeenth 

material wealth, actual and potenfc;.! a l thiS C ° Untry contained vast 

— > ough its people were heathens, 

Sr f app,in K tvUh tho'probiom ^ f‘ 5 .! hG Qllegod “Priority of the 
*-va*s^ »»«*«• sphere and the 

loading to ‘half ba r esnlts of maLoh., and '“Practical speculations 

ootaparative , . wb *°h are really wholo sotvatlou aQ d non-observation 

Hind J.To^Vl StUaying w fac ll °“ ly “ We historic- 

VI ’ and Phenomena.”— Sacred Book, of 
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with savage superstitions and uncouth manners. Burke had to tell 
the members of the House of Commons that (l this multitude of men 
does not consist of an abject and barbarous populace, much less of 
gangs of savages like the guaranies and chiquitoes who wander on 
the waste borders of the river of Amazon or the Plate " but that 
they were “ a people for ages civilized and cultivated by all the arts 
of polished life while we were yet in the woods. 1 2 * * * * * ” Practical ad- 
ministrators and statesmen who saw the people of India at close 
quarters, realized that while backward in respect of modern science 
and education, the latter possessed all the essential elements of a 
civilized nation. Sir Thomas Munro, for example, went so far as to 
declare that far from being inferior in matters such as manufacturing 
skill and productive capacity, India had a great deal to teach to 
England in respect of civilization. 8 These opinions may strike some 
as very singular ; but they are easily explained by the fact that be- 
fore England took the lead in inaugurating the era of the industrial 
revolution in the beginning of the nineteenth century, that country, 
to say nothing of the rest of Europe and of America, was - hardly 
more advanced than India. In fact, England’s economic history be- 
fore the epoch of mechanical inventions, reads like the story of a 
backward, rude people rather than of a progressive go-ahead nation ; 
and it is significant that the products of the arts and crafts of this 
country could, for years, hold their own against British manufactur- 
es though the latter enjoyed the advantages of machinery, steam 
power and a national policy of protection. 

1 '‘There is to bo found a nobility of great antiquity and renown; a 

multitude of cities not exceeded in population and trade by thoso of the first class 
in Europe; merchants and bankers who have once vied in capital with the Bank 
of England, whose oredithes often supported a tottering state and preserved 
their governments in the midst of war and desolation, millions of indigenous manu- 
facturers and mechanics, millions of the most industrious and not of the least 
intelligent tillers of the earth.’' — Speech made in introducing the East India Bill. 

2 - “But if a good system of agrioullure, unrivalled manfaoluring skill, a 

oapaoity to produce whatover can contribute to convenience or luxury; sobools 
established in every village for teaching reading, writing and arithmetic; the 
general practice of hospitality and charity amongst each other; and above all, 

a treatment of the female sex full of confidence, respect and delioacy, are among 

the signs whioh denote a civilized people then the Hindus are not inferior to the 

nations of Europe; and if civilization is to become an artiole of trade between 

the two countries, I am convinced that this oountry (.England) will gain by tbo 

import cargo.” — Quoted by R.C. Dutt in his ‘Eoonomio History of British India’. 
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21. R Comparison The conditions which have shaped the 
course of occidental civilization may be recalled in this connection) 
and it will be found that the religious, commercial and political 
history of Europe in the first three centuries of the modern period 
sheds a flood of light on the subject. The geographical situation and 
the physical features of a country largely determine the character of 
the culture which its people develop, and the influence exercised on 
it from outside, is often not inconsiderable- Thus the capture of 
Constantinople by the Turks, the continuous conflict between the 
cross and the crescent, the religious schism in Christendom, the 
growth of national states and national churches, the discover} 7 of the 
new world, the struggle for the possession of the precious metals, the 
commercial rivalries which led to the fight for the monopoly of trade 
with the East, the position of England in the North Sea — these factors 
successively operated to give British and Western civilization generally 
the turn it Iras taken. Similar currents in Indian history may he 
pointed out, and it will not be difficult to understand the process of 
evolution in this country and also the causes and the effects of the 
impact of the West upon the East. 


. ^ 1G ? aried climate and the abounding natural resources of the 
p ains, valleys and mountains distributed over this subcontinent, did 
mneSTr tlV ? ? C ° plC ’ in raaQ y P^ts, to keep up with nature a 
The mountain^ 6 or existenc e and led them to easy contentment. 
I wSm? amer ° n thB North - West n °t, however, succeed 
the W ® rei g° evasions, and in the later period of history, 
and the varietv D f • w y mvited them. The vastness of the country 
pie and r maintenance of 

was repeated hex- Um ^ and the history of ancient Greece 

aefcnSfo^Tr , ■ r* scale. The need of local self- 

specialization of faneSa” “” d tto 1,eredto 7 

C(1 to become self-suffirioni U commum ties an d townships tend- 

individual and group life flowed^t nmo “ ^ aS administrativel} '' 
bon and conservation constituted the vT gr °° VeS Snd self -P rcserva ‘ 

T-cligion, philosonhv n ugliest social aim of the people, 

ah brought into harmony n no. c to 1 and social organization were 
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factor, it can not be attributed exclusively to the operation of a 
particular cause as a normal phenomenon. Religion, and philosophy 
lying at the back of it, have profoundly affected all peoples, but the 
material side of life has had an influence in no way less effective. It 
is, therefore, not correct to conclude that Western and Indian civili- 
zations, as we find them do-day, are a more or less faithful reflection 
of their respective religions and philosophies of life. It will perhaps 
be nearer the mark to assert that there is here more perversion of 
the original than close adherence to it. Three facts are worth 
notice in tins connection. First, Christianity which is professed 
by the materialistic West, emphasises the spiritual ideal and a life 
of renunciation as strongly as any other religion . 1 Millions of 
people in western countries are dominated by religious ideas and 
superstitions 2 no less than those in the east ; and the propagation 
of the message of the founder of Christianity is as zealously pursu- 
ed as the extension of the sordid business of trade in heathen lands. 
Secondly, Christian theologians, churchmen and philosophers affirm 
that modern civilization is a negation of the religion of Christ and 
deplore public apathy towards the all-important problem of Chris- 
tian salvation . 3 And thirdly, a return to a truly Christian life is 
being earnestly advocated and efforts are being made to bring the 
spiritual and the material sides of man and his activities into har- 
mony with each other. v 


1 “ Christianity as a religion is entirely spiritual, occupied -aololy with - 
heavenly things; the country of the Christian is not of this world. Ho does his 
duty indeed, but does it with profound indifference to the good or ill success of 
his cares. Provided he has nothing to reproach himself with, it matters little to 
him whether things go well or ill here on earth. If the State is prosperous, he 
hardly dares share in the publio happiness, for fear he may grow proud of his 
country’s glory ; if the State is languishing, he blesses tho hand of God that is 
hard upon his people." — Rousseau’s I The Social Contract. 

2 The agitation in the United States of Amerioa against tho teaohing of the 
doctrine of ovolution in tho schools and tho prosecution and conviction of teachers 
for tho offenoo, in this ago of freedom and enlightenment, aro interesting. 

3 “ As a matter of fact, it is not only tho question of war that raises a diffi- 
culty botwoon the ideals of Jesus and tho traditional practice of the Churohes ; 
tho problems of justice and law, of crime and coorcion, of marriage and divorce, of 
industry and thrift, of wealth and commerce in all their forms aro raised in the 
most uncompromising way by the Sermon on tho Mount, wlrcli rhallongos tho 

* whole structure and practice of civilized society,"— Alfred Loisy ; “ Tko War and 
! Religion,*’ 



62 


THE INDIAN OUTLOOK 


22. The Ideal and the Actual Churches and priesthoods, 
philosophers and moralists, saints and prophets have, in all ages 
and in all countries, laid down precepts for human conduct in this 
world with their gaze fixed on the next and have evolved systems 
of thought to explain and justify them. These have gone under 
the all-embracing name of religion as it is popularly understood 
and commonly practised. The contradiction between religious 
precepts and the life of those who are expected to follow them, is 
generally attributed to the failure of the latter correctly to under- 
stand and courageously to act up to them rather than to the futility 
of the former ; and it comes to happen that while man is powerfully 
influenced by religious ideas, changes in Iris material and social 
state bring about a modification of the practical religion of the mass 
of humanity, the philosophy behind it remaining unaffected. And 
there is little relation between religion and the conduct of men 
as if the two had nothing to do with each other. This is equally 
true of all the religions of the world. The basic spirituality of 
Christianity is too pronounced to be doubted, but it is overlaid in 
the West to-day by the consciousness of man that by developing 
his power to control and manipulate matter at will, he can mould 
his own destiny without giving much thought to the spirit within. 
Though the latent spirituality is revealed in the readiness of indivi- 
duals to die for a cause and to undergo sacrifices for a humanitarian 
ideal, the strident materialistic impulse holds sway over western 
society ; the intoxication of success drives the people deeper into 
materialism ; and still the accumulation of wealth and pleasure 
brings no corresponding happiness. There is visible a growing 
apathy towards the church in the West, which is deplored by the 
priestly class. In India, on the other hand, an overpowering sense 
of the infinite pervading material life and the weakness of man in 
the face of the mysterious energy which directs nature, have turned 
his thoughts inwards and made him indifferent to the improvement 
of the physical means of welfare. But in the practical life of the 
mass of the people, asceticism and renunciation are seen to play 
an inconspicuous part, and their economic activities, their industry, 
trade and banking, though confined within narrower limits, are not 
essentially free from the evils associated with materialism. 


theories and rem»^ tQ observe tbat there are two contradictory 
s and remedies suggested with reference to the admittedly 
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unsatisfactory condition of India at the present moment. Accord- 
ing to the first, it is the spirituality innate in Indian culture that is 
responsible for the state of affairs which can, therefore, be improv- 
ed only by the infusion of western ideas and the introduction of 
modern methods of life ; while according to the second, India’s ills 
are due to the advent of the materialistic influences of the west 
and can be cured by nothing but the revival of the ancient modes 
of thought and conduct. As is usual in such cases, the right course 
lies between these two positions. Compromise and change is the 
essence of life ; and it will be shown presently that the principle 
of adjustment and reconciliation has animated the whole history of 
Indian civilization. Each country has undoubtedly its character- 
istic culture ; but it both learns and teaches. Christianity itself 
which is an Asiatic product, bears distinct traces of Buddhistic and 
Vedic influences, and in the world of to-day, immunity from change 
is more difficult than it ever was before. The contradiction between 
Christian ethics and the materialism of Christian nations is glaring; 
and it should be noted in this connection that the East has been 
characterised by Westerners both as 'gorgeous’ and ‘barbaric’ and 
as spiritual and pessimistic. Here is a paradox that needs to be 
clearly^understood. 

23. Cultural Adjustment: — The so-called ascetic ideal’ of 
India did not stand in the way of the political, industrial, artistic 
and commercial development which went on for centuries under 
Hindu, Buddhist and Maliomedan emperors and kings. Works on 
Nitishastra, Dharmashastra, Shilpashastra and Artliashastra compil- 
ed centuries ago, embody principles and laws concerning administra- 
tion, social organization, economic functions, and the practice of 
arts and crafts, and demonstrate beyond the shadow of a doubt how 
these matters were viewed from the point of view of communal and 
individual welfare and how the spiritual and the material aspects of 
human existence were statisfactorily harmonised by the teachers and 
the statesmen even of remote antiquity. From the time of Kautilya’s 
Arthashastra down to Abul Fazle’s Aine-Akbari, the administra- 
tion of kings has been inspired with the solicitude to promote the 
material and moral well-being of the subjects and the prosperity of 
the rulers. For illustrations we need not go to the distant past. 
Muslim rule under the predecessors and successors ofBabar, brought 
two different civilizations face to face, and some sort of adjustment 
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had to take place between them. 1 The story of the Bahamani king- 
doms and of Vijayanagar is instructive and their very ruins revive 
interesting memories. Shivaji, a devout Hindu, a disciple of Saint 
Ramadas and an admirer of Saint Tukaram, laid the foundations 
of the Maratha kingdom with the assistance of the leading men of 
different castes who were all under the spiritual influence of the 
saints and prophets of Maharashtra, and Brahmin warriors like 
Balaji and the first Bajirao under similar influences, built up the 
Maratha empire. The Hindus had their civil and military administra- 
tion, their wars and treaties, their palaces and pleasure gardens, 
their luxuries and superfluities. Pursuit of wealth and glory took 
the Hindus thousands of miles away from their homes to the north 
and the south, and this is surely not indicative of the influence of 
the ideal of renunciation. If they had no big factories and banks 
and did net carry on industries on a large scale, none of the western 
nations were ahead of them in that respect till the close of the eight- 
eenth century. What is said of Hindu ideals to-day can be said of 
the ideals of western races during the middle ages and three centuries 
succeeding them, and of some European peoples even to-day. 

Proceeding to consider contemporary India, one must bear in 
mind that one must expect to .And a continuation of the process of 
adjustment and assimilation which was at work while the country 
was brought under the influence of an alien civilization by a few 
centuries or Muslim rule. The people of India to-day are not all 
Hindus, hampered in their worldly activities by ideas of passivity 
and fatalism. Both politically and economically, the country is 
under European domination ; and its population includes, among 
others, millions of Muslims, for instance, whose democratic and 
optimistic ideals are not antagonistic to material advancement. In 
fact, a majority of the wealthiest and most enterprising Indians 
who have entered into and profited by the modern economic sys* 
tem, are people who are little tinctured with western civilization. 
Several of the bankers, capitalists, financiers, millowners and 
traders who have adopted the modern methods of making money 
and amassing wealth, arc even noted for their strong orthodoxy in 

tvS-?’! and S ° CiaI - mtters * The Marwaris, the Jains, the Bhatias, 
■ leltiars, the Khojas, the Memons and the Boras %vho are so 

IWsl IWmae * Inaosnifal Address to the rnclian Social Conference. 1899- 
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remarkable for* their business enterprise, financial daring and 
acquisitiveness, have had little benefit of European education, and 
it is, in fact, notorious that the small section of the population who 
have imbibed western culture and arc trying to assimilate it, have 
been, with the exception of the small community of the Parsees, 
overcrowding the learned and the clerical professions and have had 
practically no share in the acquisition of wealth by modern econo- 
mic methods. It is thus the unwesternised, unenlightened and 
uncultured classes, fully under the influence of old religious ideas, 
social customs and prejudices that are in the front rank of com- 
merce and industry, carried on on western lines, quite out of 
harmony with the supposed Hindu or Muslim ideals. It is the 
modern methods of the production, exchange and distribution of 
wealth that have imposed on the West a peculiar stamp of modern 
civilization, and the expansion of foreign trade, the rise of large- 
scale industries and the growth of crowded cities and a proletariat, 
prove that India can adopt those methods without doing injury to 
old Hindu or Muslim ideals. It is well-known that as a speculator 
in the produce or money market, the Indian is hard to beat for 
keenness of intellect and desire for personal gain. The emigration 
of Indian labourers and petty traders to the British and other colo- 
nies and the fight they have to put up for civic freedom and 
equality, are not without’ their significance. It will, therefore, be 
fair to conclude that Indian culture is not lacking in adaptability 
and the power of assimilation ; and if the people move slowly and 
cautiously, it is perhaps an advantage rather than a drawback, 

2*J. Indian Spirituality 1 Wherein then lies Indian spiritua- 
lity ? Is it a myth or a mystery and a riddle ? No. Indian 
spirituality is a systematized body of thought in which are co-ordi- 
nated metaphysical, ethical and sociological ideas with a view to the 
formulation and presentation of a harmonious view of life and an 
ideal and a standard for human conduct in its varied spheres. It 
is a synthesis which takes into account the manysidedness of man’s 


1 In previous editions we used the word “ spiritualism ” as a contrast to its 

opposite viz. “ materialism.” But in view of the fact that “ spiritualism ” has 
reoontly acquired a speoial meaning, not intended by us, viz a belief in spirits 
with which one can communicate in certain circumstances, we have now substi- 
tuted “ spirituality " for that word. 11 Spiritism” would perhaps be preferable as 
a philosophical term. 

9 
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nature and his activities and lays stress on the ideal of human 
perfection to be achieved through the highest development of the 
faculties by the rational control and regulation of impulses and 
desires. Indian spirituality does not favour renunciation as such 
but seeks to rid material life of its grossness, to raise it to the 
heights of disinterested work and service and to make it compatible 
with the attainment of perfect happiness. This spirituality a » 
perfect consonance with modern ethical theories such as those 
developed by" Hegel, Green, Caird and others. It pervades Indian 
works on Ethics and supplies a strong undercurrent for secular 
Indian literature, epics, poetry, drama, fiction and history. The 
country’s laws, politics, social institutions and customs are base 
on a spiritual conception of human life. There is, of course, always 
a wide gulf between idealistic ethics and actual individual an 
social life ; but it is not possible to understand the latter without a 
reference to a people’s philosophy of conduct. - This accounts for 
the difficulty experienced in comprehending the true nature of In- 
dian civilization. When western students first applied themselves 
to an inquiry into the Indian systems of thought and life, t ley 
were struck by the strange theories and practices of the people. 
Some were perplexed by them, others condemned them as 0 
superstitions and a few were lost in admiration for the culture an 
the spirituality of the country. 


It must be stated here that since the dawn of civilization, there 
has existed in India a powerful school of thought which makes 
renunciation the only means of attaining the highest bliss, and it b flS 
exercised a strong influence on the popular mind. According t° 
this philosophy, the absolute and the universal self is tlie on y 
reality, wealth and all other affairs pertaining to this world arc. an 
illusion, man is unhappy because he is absorbed in the unrealities 
of mundane life, and therefore, happiness can come only tbroug 
self-realization achieved by means of the suppression of egoism and 
desires.' The captivating completeness and grandeur of this meta- 
physics propounded in the Upanishads and elaborated and P°P U ' 


„ * - ** therefore, that Hindu morality primarily aimed at the »“ t0 * 

ft— individual. i. o. at matins him self-sufficient, self-dependent and free 

the b0D , ds ' phys5cal snd B °cial. This is the underlying purport of 
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lafised by Shankaracharya did not, however, obviate the necessity of 
simultaneously building up systems of ethical, sociological and political 
thought for dealing with problems with which man is confronted in 
his everyday life. Even modern ethics has to seek the assistance of 
philosophy and metaphysics for determining the standard of moral 
conduct, and the utilitarian school is constrained to adopt universal 
good or happiness as its criterion. Indian moralists and law-givers 
took the 'self-realization’ of metaphysics as the basis and the ideal 
of their systems, and as practical men, concerned with the conserva- 
tion and progress of the community, interpreted renunciation and 
asceticism not as elimination of sensibility and cessation from action 
but as deliberate rational control of egoism and desire. They recognize 
two kinds of duties, viz, those that relate to one’s station in life 
and those which have no such limits and cover humanity as a whole . 1 
Renunciation, further, is not intended for all and can be reached 
only through a process of education imparted by the ordinary life 
of a house-holder and a citizen virtuously lived. This progressive 
realization of the pure spiritual life and the harmonising of egoism 
and altruism constitute the essence of Hindu spirituality which is in 
complete accord with the latest developments of thought- in the 
west. It is the failure to understand and to realise in practice the 
spirit of reconciliation underlying the Dharma or ethical dictates, 
which has brought about the stagnant condition of Indian civilization 
and has made social and economic readjustment difficult of achieve- 
ment. 

25. Indian Sociology : — A review of the history of socio- 
logical thought and institutions in India will illustrate the signifi- 
cance of Hindu spirituality. The Vedas bespeak a vigorous race 
of Aryan immigrants and settlers occupying the north-western and 
northern parts of India and evincing a lively desire to possess the 
good things of this world and a keen enjoyment of material 
pleasures. They pray to the gods for wealth and progeny, implore 
their assistance against worldly enemies and, in the beginning, 
have no caste barriers perpetuating social divisions and fixing 
economic functions on the basis of birth. Their elaborate system 
of sacrifices and ritual caused a revulsion of feeling and created a 
protestant school of thought represented by the philosophy of the 
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Upanishads which deprecated the daily routine of Vedic worship 
and household duties as a means to eternal bliss. Buddhism and 
Jainism were revolts against the Vedic religion and brought about 
a schism in the Aryan faith, carrying further the movement in 
favour of renunciation and asceticism.' With the spread of the 
protestant philosophy, a radical change of the entire outlook on 
life took place in India and 'the strong love of the active virtues of 
fighting and hunting, chivalrous regard for women and the enjoy- 
ment of the pleasures of life generally, gave way to a philosophy 
which regarded life and being itself as a pain and calamity, the 
bustle of the arts of peace and war as unrelieved weeping and 
lamentation } After the decline of Buddhism and the rehabilitation 
of the Vedic religion, the philosophy of renunciation continued to 
be preached and believed in with unabated faith, but the material 

wants of life were insistent and irrepressible and demanded satis- 
faction, They were provided for by the promotion of various arts 
and sciences ; and principles and directions in regard to them are" 
embodied in Smrities or Dharma Shaslras like those of Manu and 
ladnavalkya, in works on ethics, pre-eminent among them being 
the Bhagvadgita, in Niti Shastras like those of Shukracharya and 
Kamandaka and in Arthasliastras represented by the work of 
autilya. The importance and the authority of the Shruties being ' 

ioTSZ Vt 6 attai T nt ° f the Wghsst s P iritual bliss never 
mu t £ ! y i- a r thl " ker or writer i in dealing with the 
as a citlrp acm ^ ,° f man as a msmt>5r of society — his position 
discus^on" T d v aproducer . and consumer of wealth— and in the 
thev demons! / sciences > arts and philosophies, therefore, 
social interest^ 2 rf* P5 esan ec ^ a com Plete harmony of different 
fourfold 4 vW ri" t ! C i , in ^ U gGai of Pde is comprehensive and is 
. ' U " ea kh, desire or pleasure and emancipation, and 


- ^binTilak’sOitaRnhaTva^nd^f metaFt >'^ cs has been admirably de£ 
Provo highly useful to the reader. 16 6161108 to 4t ’ ^hile on this subject, vr 

2 Banado:— Miscellaneous Writings. 

al life comprising tbo s t ago fof s oc i a] iW °<f h* a thre9 ' foId scheme of tile spirit 
and transcendental. Hindu othir* • j ' ubjsotlve morality and the life absolu 
and culminates in the philosophy of °°! al 6tWos and P s y ch olosioal otbi 

tho SIntUu f lifo." — s. E. Ma°£ th Trtv Whi0h is consummation 
4 aua^j Tb «Eth,cs Of the Hindus. 
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economic good finds an important and an honourable place in its 
attainment. 1 

The defence of Aryan civilization and the maintenance of 
social organization was a subject of momentous interest to thinkers 
and statesmen during centuries of Indian liistory, in the face of the 
religious, political and social upheavals they had to tackle. The 
keeping off of invaders, the assimilation of different races, the 
distribution of the population into classes, the assignment to them 
of economic functions, ^the determination of legal rights and obliga- 
tions, the perfection of the technique of various arts, crafts and 
professions and the elaboration of the details of administration, 
therefore, constituted the varied subject matter of discussion and 
regulation. Hence the number of sciences which grew up and the 
systematic ordering of communal and individual life that was 
attempted. Sociological questions were actively debated, treatises 
were written on a variety of topics, and systems and schools of 
thought came to be founded, not unlike those of modern times. 
The Smrities or Dliarma Shastras are essentially sociological works 
and cover the field of practical ethics, jurisprudence and the 
administration of law. The Niti Shastras are devoted to the prac- 
tical aspects of sociology. The author of Shukra Niti 2 , for instance, 
speaks of Niti Shastra as the spring of virtue, wealth, enjoyment 
and salvation, thus demonstrating the harmony of the economic, 
ethical and the spiritual sides of humanity by treating them syn- 
thetically. He distinguishes Niti from other Shastras ( which 
specialize in certain departments of human activities) as being 
useful to all and being the means, in all cases, for the preservation 
of human society.^ He tries to bring out the importance of socio- 
logy by referring to grammar, logic and the Vedanta philosophy 
and asking if these specialized sciences were of any avail to persons 
following the ordinary avocations of life and in supplying them 
with the necessary skill and intelligence. 

The comprehensive view of social organization, its ultimate aim 
and its functioning indicated above, needs emphasis and must be 


l Comp. “ fen 'rmrqi mrgA, 

fT?r: stroll. 

2 “ mi ait ” i 

“ \ r — Sliukra Niti, I. 5, II. 
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considered apart from the particular ^social institutions which were 
regarded as suitable under certain conditions. All the social sciences 
of India are based on the idea of the supreme necessity of maintain- 
ing the stability and equilibrium of the community. They all 
express a sense of horror at the danger of anarchy and social chaos. 
The maintenance of the fourfold division of classes and a strict 
observance of the regulations relating to the four stages of human 
life, are the primary objects of Indian ethics, jurisprudence 'and 
politics. The Bhagvadgita, which advocates a life of active virtue 
in preference to renunciation , 1 takes the same view and it is like- 
wise supported in the Arthashastra of Chanakya. The latter main- 
tains 2 that there are four sciences, viz. Anvikshaki ( comprising the 
philosophy of Sankhya, Yoga and Lokayata), the triple Vedas 
(trayi), Varta (agriculture, cattle-breeding and trade), and Danda- 
Niti (science of government). He assigns the foremost place to 
Anvikshaki as being the most beneficial to the world as it keeps the 
mind steady and firm in weal and woe alike and bestows excellence 
of foresight, speech and action, and according to him, righteous and 
unrighteous acts are learnt from the triple Vedas, wealth and 
non-wealth from Varta, and the expedient and inexpedient as well as 
potency and impotency from the science of government . 3 It should 
be noted that in Hindu writings the moral standard is variously held 
to lie in social stability (Lokasthiti), realization of the social purpose 
(Lokasiddhi), social good (Loka-shreya) or preservation of living be- 
ings ( Lokapalana ). The hedonism or the standard of pleasure 
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preached by the Charvakas was universally condemned and the 
standard of self-realization was specially favoured. 

26. Economic Motive and Activity Indian thinkers had 
to assume, as will be clear from the above, that this world and 
human life with its extreme complexity, was an inevitable fact and 
that they could only make the most of it in order to win happiness 
from it. There is no escape from sensibility and desire which mo. 
tive economic actions, but reason can discipline and regulate them 
so as to make happiness independent of their satisfaction. The 
« economic man," a creation of classical economists, it is now gener- 
ally agreed, was a caricature ; the idea needed a corrective and it is 
being supplied by the increasing weight which there is a welcome 
tendency to give to the non-material side of human nature. It is being 
recognized more and more that welfare does not increase pari passu 
with increasing income, and that consisting as it does of states of 
consciousness, it may be and is independent of the acquisition of the 
latter. Subject to this qualification, however, Economics has to 
assume that a feeling of pleasure attends on the satisfaction of material 
wants and that consequently prompts economic activity. According to 
Hindu psychologists, human action proceeds from desire for pleasure 
or happiness and aversion towards pain ; and the impulses are of a 
lower and a higher order. The Bhagvadgita' speaks of material 
desires and acts as part and parcel of human nature, on which de- 
pends the very existence of man and urges that the suppression of 
sensibility being impossible, it is their control that should be aimed 
at. The connection between economic wants and the effort to 
satisfy them is recognized by Manu B and other Smriti writers 3 . They 
have stated that expectation of recompense is the motive to labour. 
Manu says that “to act for rewards is not laudable, yet an exemp- 
tion from that desire is not (to be found) in this (world) : for on that 
desire is grounded the study of the Veda and the performance of the 


1 Bhagvadgita III. 5-9. 
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actions prescribed by the "Veda.” Another writer 1 says that effort 
to procure wealth is necessary in view of the fact that happiness 
depends upon the performance of virtuous acts and the latter arc 
impossible without wealth. 

Modern ethics has come to admit that the noblest ideal of man 
should consist in the perfection of all his powers and in subordinating 
the lower desires and functions to the higher. The latest develop- 
ment of economic thought is also proceeding in the same direction 
and it is admitted that “the pursuit of wealth; like the use of force, 
is in itself neither good nor bad ; and whether or not it suffers 
from materialism, depends upon the origin of the wealth, the 
methods by which it is produced, the manner in which it is employ- 
ed, and by whom it is used.” 2 Tins is quite in keeping with the 
central truth taught'by the Bhagvadgita which insists upon each 
person performing his economic function as a duty towards the 
community without thinking of reward or satisfaction, in an alto- 
gether disinterested spirit. Even such persons as, by a long course 
of training, have disciplined their reasoning faculty and have risen 
above material pleasure and pain, are expected by the Gita to con- 
tinue to do their round of duties in order to set an example to 
common people and to help them in their progress . 3 The standard 
of the material and spiritual living of the mass of mankind is so 
low that wants of different kinds are bound to spur man on to 
activity in an unlimited field ; and the objection that, with the 
weakening of the belief that increase of wealth brings increase of 
welfare, the incentive to progress will disappear, is not sound. 
From the purely economic point of view, besides, the possession of 
a disciplined reason which will not be elated with success and de- 
pressed by defeat, will be an asset of great stimulating value. What 
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is wrong with the western world to-day is the increasing opposition 
between egoistic and altruistic action.' It is the failure of the 
increasing acquisition of wealth to make a corresponding contribu- 
tion to welfare and therefore of 'the ambition to be rich to provide 
a sufficient incentive for the carrying out of activities highly neces- 
sary to society.' While a widening gulf appears to be fixed bet- 
ween common material life and religion in the West, individual 
interest and universal sympathy have been systematically recon- 
ciled in India for ages past. 

^27 iT Indian Economics:— It will be convenient if we now 
sum up the discussion of the foregoing sections and indicate their 
bearing on the issues raised in the two preceding chapters. It must 
be accepted as a fact that India has been thrown into the vortex of 
world changes; and her people must adjust themselves to the sur- 
rounding conditions instead of quarrelling with them. Western 
influences are actively at work in the country and are steadily 
penetrating to the mass of the population through the intelligentsia. 
The materialistic civilization of the West,, armed with the strength 
supplied by the progress of the physical sciences, has produced a 
disturbing and disquieting effect upon the static condition of dormant 
Indian culture which is, however, too deep-rooted and elastic to be 
wiped out or transformed out of all recognition. The rapid and 
growing exchange of commodities, turned out on the principle of 
mass production within and outside the country, is having far-reach- 
ing effects upon the characteristic Indian organization of castes, 
communities and corporations, and it has created difficult problems 
lelatingto employment, prices, wages, profits and consumption. 
The new economic system which is taking shape in the country, 
cuts right across the social organization of the people and has to be 
fitted into it with suitable modifications. The task of economic 


1 “ Sympathy or altruism pushed to an extreme involves the destruction of 
self and therefore the death of society ‘.self-interest or egoism pushed to an ex- 
treme means the destruction of others and therefore likewise the death of sooiety. 
Social life can endure only through a balancing of these two principles, eaoh 
reinforced by the other. Sinoe economics, like ethios, is primarily a sooial soienoe 
the true economic action must in the long run he an ethical action. An individu- 
al may pursue selfish eoonomio ends, and may augment bis own wealth at the 
oost of moral progress; but he is then subordinating public to private considera- 
tions.” — Sehgman: Principles of Economics. 
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thinkers is, therefore, defined by the needs of the situatioathus 
created, and the future of India will depend on how solutions are 
found and are given effect to. 


It is quite clear that India can not be allowed to drift into a 
materialistic system which the West has found to be productive of 
discord and discontent and that the essentials of her own culture 
must be safeguarded by deliberate national action just as western 
countries are defending their standard of civilization against deterio- 
ration threatened by the competition of coloured races. It is 
equally clear, however, that Indian culture can live and live worthi- 
ly only if it assimilates the progressive spirit of the West and 
emulates its enthusiasm for knowledge, scientific advancement and 
improvement of organizing capacity. Indian culture ig not a 
curiosity to be kept in a show case in the museum of the world’s 
civilizations ; it must be made a living and growing force which 
will animate the progress of the country towards its destiny. It is 
futile, for instance, to expect that the Hindu system of castes should 
remain intact in view of the large breaches which have already been 
made into its walls by sheer economic necessity and by the influence 
of the modern democratic ideal. Are we to condemn large masses 
of people to a life of servitude or degrading drudgery on the score 
of their inferior birth and are we to respect a life of renunciation or 
mendicancy as such as being superior ? Can it be urged that it is 
rank materialism for the crores of degraded people in Hindu society 
to strive to obtain more and better food and more and better 
clothing and to secure decent and sanitary houses to live in ? Will 
an orthodox Hindu, relying on the text of Manu still insist upon 
the untouchable classes continuing in their depressed, dirty and 
dehumanised state ? ' ‘ J 


tl13 untouc * mfa l es and outcastes from oppor- 
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nmong others, symptoms of a stationary and decaying condition of 
societj’. Western influences have already provided a solvent to it, 
and the steadily expanding freedom must be welcomed as offering 
a reasonable chance to millions to realize their humanity 1 . What 
deserve to be conserved are not the perversions of India’s ancient 
culture; and the orthodoxy which cloaks idleness, selfishness, 
grddd, inequality, injustice and cruelty, is certainly not better than, 
western materialism. While conscious of this consideration, Indian 
Economics must, however, carefully watch the effects of the intro- 
duction of the modern mechanical civilization on the real welfare 
of the people of India, because some of the evils associated with it, 
are already apparent. Overproduction, speculation, monopoly, 
adulteration, profit-hunting, competition, class strife, over-advertis- 
ing and unemployment are to be seen in our midst in their sinister 
fotms, and their infection is fast spreading into the heart of the 
social organism. India is fortunately generously endowed by 
nature and the inheritance has to be used to the best advantage 
of her people. Her economic system must, therefore, be so adjust- 
ed by the collective and the individual power of the nation as to 
facilitate her march to the goal of common humanity. 
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1 " Wealth gives liberty in this sense : it increases opportunity giving the 
poides£or more olioice in theuso of his time anil fuller means of self-determina- 
tion or self-expression. The effeofc of an increase of wealth upon welfaro may bo 
neutralized by misuse or waste: the increase must be balanced against any 
ohange for the worse in the conditions of production, and allowance made for the 
indireot effeots which an inoreaso in one person’s wealth may have upon other 
poople’s welfare. But the increase in opportunity remains ; there is a potential 
inorease in welfare,”— Henry Clay: “Eoonomios.” 
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28, Economic Wealth -The last tin eo chapters were de* 
voted to o preliminary survey of the field of study which will now 
be explored and were designed to prepare the render for the task 
which has been undertaken in this book. Having indicated the 
nature, the purpose and the scope of Indian Economics and having 
examined the Indian outlook on material progress, wc arc in a posi- 
tion to embark upon the investigation of the conditions in which 
wealth is produced, exchanged, distributed and consumed in India. 
But before doing so, it will be useful to point out the exact relation 
between the proposed enquiry and the conclusions arrived at in the 
course of the foregoing chapters. The attainment of absolute and 
lasting happiness is the goal of man’s life on earth. It is to be at- 
tained by self-realization which can be achieved only by the 
harmonious development of all human faculties in the highest degree 
possible. Sensibility is as essential a constituent of the human being 
as spirituality, and as the former can not be eliminated, it must be 
controlled and regulated. Though it is a state of conc.iousness, 
welfare is largely determined by the satisfaction of the senses ob- 
tained by the use of material objects. The life of man is ordinarily 
preoccupied with thoughts and actions which have reference to 
physiological and conventional wants, and Economics has selected 
this field for its special investigation. The lower animals have a 
similar physiological craving. They instinctively know the means 
of satisfying it and make the necessary effort for the purpose. Be- 
ing endowed with self-consciousness, reason and volition, however, 
man multiplies his wants and steadily improves the means of grati- 
fying them, bath individually and collectively. Human - civilization 
consists both in the triumphs achieved by men in tlie domain of 
material progress and in the victories won in the sphere of spiritual 
development. The material aspect of civilization relates to the 
efforts of man at the acquisition of the objects of his desires, which 
constitute the starting point of economic inquuy, 

. I” Economics, wealth is the name given to all objects and 
, 0r ,*'^ l 'y acc busit\on of which man is prepared to sacrifice his 
esire or ease, without direct reference to ethical consideta- 
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lions. The principle on which man is seen to act is that of mini- 
mum of effort for the maximum of gratification. The trouble and 
the discomfort of acquisition constitute the cost incurred for the » 
gratification of desires and measure the importance or the ‘ value’ of 
the objects sought. All wants can not be gratified by a 'person 
directly producing objects himself, and these have to be obtained by 
means of exchange of commodities and services for one another. 
Acquisition by exchange plays an increasingly important role in 
economic life with the multiplication of wants and the expansion of 
the division of labour. There are certain goods or forms of wealth 
which are free gifts of nature and have, therefore, no economic 
significance. Their number and importance, however, decrease 
with social development, anti at each stage, economic effoit assumes 
greater prominence. The extension of markets and the vast scale 
on which goods are produced, in anticipation of demand, have revolu- 
tionized economic organization, and consumers are as keenly sought 
by producers and traders as suppliers of commodities and services 
by consumers. But the motive force behind the whole mechanism of 
industry and trade, is the desire to acquire goods and services which 
are calculated to satisfy individual wants. The economic welfare of 
individuals, classes and communities is governed by their capacity to 
acquire wealth and is, therefore, measured by its acquisition. 

The question that will obtrude itself on the attention of the reader 
here is, how is it that the bulk of the people of India are so weak in this 
power of acquisition in spite of the natural and other advantages which 
this sub-continent admittedly enjoys ? Variety of climate, rich, fertile 
soil, abundant supplies of mineral and forest wealth, an industrious, 
skilled and peace-loving population, a progressive government and 
an enlightened and up to-date administration — these resources and 
means of economic prosperity ought to place India on a level with 
the advanced nations of the world. How is the anomalous position 
theu to be accounted for 1 ? Is the explanation to be sought in the 

1 Tho position will bo found torsely sunimod up in the following observations 
of Cunningham A population of peasants lgno-ant of everything but tho 
simplest and humblest forms of life, is maintaining itsolf, by rude and compara- 
tively unprofitable agcioulture, at a low level of existence. The life of millions is 
oue of few pleasures and constant hardships, varied by signal privations whonovor 
any vicissitude of a precarious season lessens the available supplies of food in 
any locality. Meanwhile the wholo physical wcrld around them, rich in 
innumerable opportunities for the oreation of wealth, is to a groat extent unutilis- 
ed and almost unexplored.” — " British Iadia anditsKulers,” 
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lethargy of the people, their dullness and absence of enterprise, in - 
defective organization of industry and out-of-date and inefficient 
economic methods ? To what extent is lack of individual initiative 
and of State encouragement and direction responsible ? What 
contribution do these factors, severally and jointly, make to the 
result ? Our investigation ought to supply an answer. We have 
show n in the last chapter that the science and the art of earning a 
hving ( =T!nf ) were sedulously cultivated in India in olden times, that 
the\ y ere assigned an important place by the side of the science 
and art of government, philosophy and theology. The economic 
motive was likewise not ignored but duly recognized. The methods of 
economic life must, however, change with changing times and have to 
be adjusted to altered conditions. How this is being done and ought 
to be done if the economic mechanism is to prove efficient, is the pro- 
Idem .winch Indian Economics is expected to investigate and solve. 

29. Importance ol Production It being assumed that 
tic vcll-being of the people in India, as in other countries, is inti- 
mately bound up with the amount and the quality of wealth they 
can produce, the main problem which demands attention is how to 
increase the supply of the necessaries of life and of comforts 
which constitute what is known as the standard of living and the 
nationa 1 dmdend and which fall to the share of the different class- 
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Here we have a big deficiency of life’s necessaries ; there, they 
have a large surplus available. The economic dislocation caused 
by the War in Europe, has thrown the contrast into bold relief. 
The artificial prosperity of war time was there succeeded by a re- 
action which made economic conditions much worse than in pre- 
war days. Owing to general exhaustion, the demand for British 
goods, for instance, in other countries, was reduced and one 
important avenue of wealth-creation was thereby blocked. Eng- 
land’s productive capacity had increased while the consuming 
power of her customers declined. The burden of taxation and of 
public debt was heavy and industrial costs were high. There was 
a good deal of unemployment, the nation lived upon capital, in- 
come was reduced and the high standard of living was threatened. 
Strenuous efforts have, therefore, been made to encourage export 
trade and to secure outside markets. Increased consumption has 
been declared to be the most urgent need of Europe and this phase 
of economic development throws very interesting light upon the 
normal position in India where wealth-creation is inadequate.' There 
is chronic unemployment or under-employment in India, the pro- 
ductive capacity of the people is low and what power of production 
they possess, is not being fully utilized. Population is steadily 
increasing and ideas of the standard of living are undergoing cliange 
in the meanwhile. This has produced a wide gap between the 
necessary consumption and the actual production of wealth. 

Glaring inequalities in wealth-distribution and the feeling of 
injustice caused thereby in the working classes, is the principal 
cause of labour discontent, industrial conflict and the growth of 
socialism in the West. The remedies contemplated for the correc- 
tion of the inequalities are calculated to exert a far-reaching effect 
upon the methods and organization of production and, therefore, 
upon the whole social structure. Distribution of wealth in India 
has not been and is not, of course, ideal, and will demand greater 
attention with the rapid development of large-scale production. 
Wages of labour must certainly rise and the working classes in 
India are, in fact, becoming conscious of the improvement of their 


1 It cannot bo said of India as it has been said of England ( H. R. Hodgas: 
Economic Conditions: 1815-1914. ) that 'the past has been devoted to the accu- 
mulation of wealth, the future is to its more equal distribution.’ 
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economic condition which they can legitimately claim. But in order 
that the share of the workers of different grades and kinds may be 
increased, the nation's productive capacity must, in the first place, 
be considerably augmented and it must keep pace with the steady 
growth of population and the requirements of a higher standard of 
living. By what means this end shall be attained is, therefore, 
the important problem which demands solution. The present 
state with regard to the standard of living of the bulk of the 
people in India is admittedly unsatisfactory. It is not factory work- 
ers and unskilled labourers alone whose condition demands atten- 


tion; the lot of small cultivators and craftsmen is still worse. Their 
homes, their food, their clothing, their health, their education, arc 
all w hat they should not be and need radical improvement. There 
is not enough wealth in the country, even in the form of necessar- 
ies, to go round and even a redistribution, on whatever principle it 
maj be attempted, is not likely to make an appreciable addition to 
individual iucomc and comfort. This is a consideration which ought 
to be given due weight by those thinkers in India who are turning 
to socialism and to equal distribution for an effective remedy 
agamst the economic ills from which the country is suffering. The 
wretc redness, squalor, poverty and depressed mentality which prevail 
iu he country, require wealth-production on a larger scale so that 
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duction of wealth. In this chapter, we propose to deal with the first 
of these factors of production, viz. land, which means not only the 
crust of earth lying upon the surface of our globe, but all natural 
phenomena and surroundings like the climate, the heat and the cold, 
the rainfall, the seas, harbours and the coasts, the minerals in the 
bowels of the earth, forests, rivers, hills, valleys, plains and lakes &c., 
which all play and arc made to play a part in the production of 
wealth. Civilized man conquers the forces of nature and bends 
them to his use. But individual and national character is itself 
largely shaped by man’s natural environments, particularly in the 
earlier stages of his progress. With the different branches of the 
human race, are associated certain exclusive characteristics, and the 
Aryans, the Semites, the Turkomans, the Mongolians are thus dis- 
tinguished from one another. Racial and cultural unity is, of 
course, not to be expected in India any more than in Europe. But ' 
the Aryan stock dominates the Indian population, and the other 
races have been more or less completely brought into .the pale of 
Aryan civilization. There are still numerous tribes and castes in 
India’s nooks and corners and in border lands which are in a primi- 
tive and semi-civilized state ; and the Nagas', the Mundas, the 
Santals, the Gonds, the Bhils, the Todas are slowly coming into the 
economic and social structure of the country. 

In the last Chapter we discussed the relation between the 
material development and the religious and social ideas of the Indian 
people, and without attempting here to interpret their political 
social and economic history in the light of the country's natural 
characteristics, we may generally observe that the latter have visib- 
ly stamped themselves on the life of the Indian communities and 
contributed to the moulding of their destinies. The intimate con- 
nection between the natural features and peculiarities of a country, 
and the civilization of the people inhabiting it, is too well-known to 
need more than a passing reference, 'and the history of Greece and 
Rome in ancient times and of England, Holland and the United 
States of America in our own, brings it out with remarkable clear- 
ness. The insular position of England, the nature of its coast line, 
the location of its coal and iron deposits and its climate have very 
largely determined the destiny of its people. The vast dimensions 
of this country, its mountains and rivers, its hot, moist and cold 
climates and its partly continental and partly peninsular character 
u 



82 


mm nr xvrriir 


have had similar effects upon the Indian population, It is not to be 
wondered at, in the circumstances, that provinces and even districts 
display a striking variety in economic conditions, physical and 
mental constitutions, social manners and other characteristics of the 
people. 1 


The India with which we have to deal as an economic unit is a 
sub-continent being hammered into a nation and is, therefore, a 
subject of study of unique interest. It lias both a diversity and a 
unity peculiarly its own. With the North-West Frontier Province 
on one side and Burma on another, it is like a federation of peoples 
whose natural and artificial boundaries arc being levelled down by 
tbe unifying process of modern civilization and of one common law 
and government. The northern portion of India is continental, be- 
ing a part of the continent of Asia while the southern half is 
peninsular, being surrounded by the sea on all sides except the 
north. The former is in the temperate zone and the latter in the 
tropics. The greatest length of the country is nearly 2,000 miles 
and the greatest breadth about 2,500 miles. The land frontier is 
about 6,000 miles in length in all, and the coastline measures nearly 
5,000 miles. India is fifteen times as large as the United Kingdom in 
size and equals in extent the whole of Europe with Russia taken out of 
t J'’ c »o north and the long coastline on the south, 

nnathe enemy could 

“S! a^r y °"'l breaW “* barters. The 

anli Uir , f ?” m ‘ C s >P“«o™e of the north-west frontier 
Securitvoflife f t’ 1S aS greflt as in the past many centuries, 

for centuriea ' n i so esse otial to economic activities, we9. 

° s tom the nSlS' * ' mP °l SMe by «“ of foreign invad- 

hours large and sortf 5 w f aoast ' st hdded with numerous liar- 
outside world cn t •£**** ec ^ tbe means of communication with the 
SLinltSe «“ edt °r ritiM ' “'ooioing and civilising 
of the fateful contact *!”. es an< j ^ now facilitated the establishment 
Plain the "' est f n lmti0M - 11 13 ”0‘ difficult fo «- 

are to he observed amn tegara to ff |e waysof work andliving which 
V, ed amon g communities inhabit;™ (av fVlf* 
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are to be observe n . wa y sot work and living w. 

Frontier Province, Bun^ 0 ^^™ 1103 ™ bab5tin g> for instance, 
Gangetic plain, the Dpraa ’ ^ coastal districts, the hilly tracts, 

JL!!:!! ^ Plateau a »d the large port towns. 

T . Goo4cbv\tVa~n ' — — ■ — Ira. 

Man may be read with interest and 



STRIKING CHARACTERISTICS 


S3' 

3J. Striking Characteristics ; — British India extends from 
E. long. 61M0' in the extreme west, to E. long. 101°15' in the 
east and from N. lat. 37° in the north to N. lat, S 0 in the south. 
It falls into four well-marked divisions : (1) the big mountain ranges 
in the north-west, the north and the north-east ; (2) the extensive 
plains dominated by these mountains and fed by the large rivers 
issuing from them ; (3) the tabic Land of the Deccan ; and (4) the 
long strips of land lying to its west and east on the Malabar and 
the Coromandal coasts. The Himalayas play an important part in 
determining economic conditions as they regulate the rains, the 
winds, the heal, the cold and the moisture on which depend the- 
food supply and the industries of the people. The historic plain of 
Hindustan is watered by the Indus, the Ganges, the Jumna and 
the Brahmaputra and is enriched by the ferlile alluvial soil washed 
down by them. The eastern portion of this plain has the heaviest 
rainfall which goes on decreasing towards the west till in the south 
of the Punjab, there is scarcely any rain though the soil is fertile 
and needs water for producing rich crops. This plain, as well as- 
that in the south, having the advantage of large rivet sand of subsoil 
water tapped by means of wells, contains very dense populations 
compared with other parts of the country. O a acco unt _of.it s Jar ge 
ri vers and rich soil, the plain of northern India became the hom aj?i 
Aryan civilizaUouand the birthplace of religions andempires. 

The Vindhia mountains and the system of hills connected with 
them, separate northern from southern India with its extensive 
Deccan plateau. From them run, towards the south and parallel 
with the sea, the ranges of the western and the eastern ghats, the 
former cutting off a narrow strip of territory from the. rest of the 
peninsula and the latter leaving a broad piece of land irrigated by 
rivers like the Mahanadi, the Godavari, the Krishna and the 
Kaveri and thus capable of the growth of material civilization, "The 
Deccan rivers, like most rivers in plateau regions, flow in deep 
gorges, and are, therefore, of little value for either irrigation or com- 
munication and it will be seen that there is no town of any size or 
importance on any , of the Deccan rivers. 1 The Deccan table land 
slopes from the west to the east, the mountains in the former being 
higher than in the latter. The western ghats receive in copious 
quantities the benefit of the south-west monsoon but they prevent 

1 O, B, Thurston : " Economic Geography of fcho British Empire," 
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it from being shared in a generous measure, by the plains lying to 
the cast. The big rivers of central and southern Deccan spread 
their silt as they how to the cast and fall into the Bay of Bengal 
and thus enrich the coastal plain. These rivers, whose water is 
m asted into the sea, ate blocked in convenient places and are, in 
this way, utilised for irrigational purposes by the ingenuity and 
labour of man. The Godavari, the Krishna and the Kaveri have 
their currents dammed and partially diverted for productive purpos* 
es to the great relief of the agricultural industry. The we stern 
SMLproducgd th e struggling , hardy, simp le r.w of the Marathas 
andjlie c astenr ghats p ro vided centres for wealthy king doms and 
^QPires. urma appears, as an Indian province, to lead a life of 
i s own in a corner of the sub-continent, cut off from tire' influences 
. h shape the hlstor 3’ of the nation. It is a country full of hills, 
mers and forests, and nature seems to rule there in all her gran- 
deur. Lower Burma partakes of the physical features of Lower 
bengai, and upper Burnra is hilly and less fertile. The forest ami 
turesmiTr, " ® akk of Burma is, however, immense and that pic- 
ins -, vi(m° Un ry IS fuU ° f greaL cconom ic possibilities. This fact 
shown on th° TT' 0 and political bearing, as recent events have 
i the future of the commonwealth of India. 

leristfc^wWclid^ttn^ulsimhe fr0m tbe racLl1 cljaraC : 

the country viriHlnc n r r Pu ° ple lul ^biturg tire different parts of 

activities, staple food cropT^bthf ^ ^\ QTmlnc tkoir P roducliv . c 
manner and standard of living t? " S ^ 10usin S> short, their 
climate, dryness 

ture in the northern parts ™ CoW * ETctrcmes of tempera- 

greatest beat and thewintei the summer brin S in S tllC 

on a smaller scale in the =oma P 1 lntenS5 CQld - Tbi s variation is 

cold season ; and in whiter rTi ' Vliere tUere is Poetically no 
Rainfall likewise exhibits ’a ly . th ? normal heat is mitigated, 
on the movements of the^XdsH^TJi' ^ foU ° f rai ” depends 
level of land. Monsoon winds m ^ r the temperature and the 
the south-western parts of h °^ in g from the Arabian Sea over 
ghats before they can i c-° pemnsvda are obstructed by the 
large quantity of moisture* tf and Rajputana or can drop any 
ture in Sind has to relv nlmn f ' C 1 " terior of county. Agricul- 
and the significance 0 f t L *!Vf tirely ° u the waters of the Indus, 
tUC Sukkur Barrage and the Indus floods 
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which devastated parts of the Punjab and Sind in the rainy season 
of 1929 can not be mistaken. This wet season lasts from June to 
September. The other current blows over the Bay of Bengal into 
Assam, Burma and Bengal and proceeds to the extreme north, giving 
rain to the Gangetic plain. The Madras Presidency receives its 
moisture from the north-east monsoon in the closing months of the 
year, and this rainy season is comparatively shorter. In northern 
and western India, this becomes the winter rain which gives crops 
of the second agricultural season. 

It will have been observed that there is no uniformity or 
evenness in the fall of rain in India, the average for the whole 
country being about 45 inches, and Sind for instance, having little 
or no precipitation while Cherra Punji between Sylhet and Assam 
receiving as much as 600 inches in the year. Then again, the 
rainfall is concentrated in a brief season, and its failure at the 
proper time means the ruin of the agricultural industry. The 
far-reaching effect of the peculiarities of the rainfall, can be traced 
in the production, exchange, distribution and consumption of 
agricultural wealth all over India. Hence the need in several por- 
tions of the country of storage works and irrigational canals. Artifi- 
cial irrigation is a dire necessity in the dry portions of the Punjab, 
Sind, the Deccan plateau and eastern parts of the Madras Presidency. 
There are two crops taken out of the soil in the two agricultural 
seasons viz, the Kharif and the Rabi, the first being harvested in 
autumn and the second in the spring. The natural features des- 
cribed above, determine the kinds of the crops and the methods by 
which they are raised, Agricultural production has, therefore, 
become specialized to a considerable extent in the different parts of 
the country. 

Wheat, which requires a cool climate, is the staple crop of north- 
western India, and rice is grown in the warmer and the damper 
parts of the country like Bengal and South India where there is an 
ample supply of water, and the millets and other grains are produc- 
ed almost everywhere. Different climates and soils are congenial to 
the pi oduction of different crops and thus industries like those of 
jute, cotton, indigo, tea, sugar &c. have been localized in certain 
provinces. Rice cultivation predominates in Bengal, Bihar and 
Orissa, Madras and Burma. In wheat production, the Punjab occu- 
pies the place of honour, the United Provinces, the Central Provinces 
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and Bombay coming after it at a long distance. Bombay, and 
Madras are the principal producers of Jawar and Bajri. Madras* 
the United Provinces and the Central Provinces are the principal 
producers of oil seeds. The United Provinces have the largest area 
under sugarcane and therefore a flourishing sugar industry, while 
the other Provinces have just enough cane cultivation to yield them 
the raw sugar required, refined sugar being imported from outside. 
Bombay, the Berars, Madras and the Punjab have practically 11 
monopoly of cotton production, and Bombay leads in cotton manu- 
facture. Jute cultivation and Jute factories are the monopoly of 
Bengal. Indigo cultivation is shared between Bihar and Madras, 
and dye materials are contributed mainly by Bombay. f ea 1S 
grown in Assam and Bengal ; coffee in Madras and Coorg. 


The variety of soils in India must also be noticed. As the 
report of the Royal Commission on Agriculture 1 points out, though 
" nowhere in India does the traveller pass over the rapid succession 
of geological formations he may meet in the course of a journe} 
across England” and the « geological structure of the country and 
the character of the climate over wide areas thus combine to pro- 
duce an appearance of uniformity in its soils ”, the appearances arc 
deceptive and wherever a careful classification of soils has been 
carried out from the agricultural point of view, “pronounced variations 
in quality have been detected not only in the uplands but in the 
plains”. The depth and the texture of the soil and its mineral and 
chemical composition have a great influence on its productivity, and. 
its character is also affected by contact with water. The predomi- 
nant types of soil found associated with the main geological series, 
'm ^ re< ^ S °^ S ^ erivec ^ from the rocks of the archaean system, 
L • , j! aCk CQtt0n or 7C S ur soils which are usually associated with 

ie middle period traps of the Deccan but are also found in Madras, 
Ur the recent alluvium which is specially developed in the 'plain 3 
1 ^ n n< \ la but 3S °f frequent occurrence elsewhere and 00 
e s ° lls ' vhlch form a belt around the peninsula and 

S ' ? St Be,lg,a int0 Assam and Burma/ The accom* 

° f lte l ' i<tent Cr ° PS ° Ver 


1 C\iar‘.6t IV. ~ — 

* n pf tbc Report ot Commm.on « Agriculture. 
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33. Forests Another valuable gift of nature consists of the 
forests with which a community may be favoured. They will have 
to be considered from different points of view : (1) the relation bet- 
ween forests and the quantity of rainfall and therefore the prosperi- 
ty of the agricultural industry ; (2) their commercial value to owners 
and particularly to the State, as a source of revenue ; (3) their 
industrial importance, as supplying raw materials; and (4) their ref- 
lation to village economy. There are here various interests involv- 
ed, which are in conflict. Villagers want cheap grass and fuel, in-, 
dustrialists need cheap raw materials and the State looks to the \ 
forests for growing revenue while it is likewise called upon to 5 
conserve them as a valuable national asset. In the earlier stages of / 
civilization, man finds it necessary to destroy forests and clear the* 
land for_scttlement and cultivation. This accomplished, it is to his 
interest that natural wealth in the form of woods, should be con- 
served and economically exploited. The history of India shows how , 
the land was at one time covered with thick primeval forests and ' 
was gradually won over to civilization.’ With the consciousness of. 
the numerous uses to which forest products can be put and the! 
growing depletion of the world’s resources in this regard, the impor- f 
tance of forest conservation is coming to be recognised more and more 
keenly. India is not unfavourably situated in respect of this wealth j 
abundantly planted by the hands of nature on its mountains and hills. '■ 
Nature's endowments like forests can not, of course, be as generous 
in the India of to-day as they are in newly settled countries like 
Canada, for example. These resources are much more plentiful in 
the thinly-populated and the undeveloped parts of America, Africa 
and Asia than in India with a civilization more than three thousand 
years old. ‘ Mechanical’ wood pulp which is consumed in enor- 
mous quantities in newspapers, therefore, comes from Scandinavia 
America and central Europe. The forest produce of this country < 
is, however, rich and varied and its economic possibilities -have 
fortunately begun to be realised. * 

Excellent qualities of timbers, fibres, grasses, distillation pro-, 
ducts, oil seeds, tans, dyes, gums, resins, rubber, bamboos, canes, \ 
drugs and spices are found in the Indian forests. At one time, no ; 
attention was paid to this valuable source of raw material and the ! 
forests were left to themselves to be destroyed or conserved. Dur* 


1 R«f«r to tli <5 Ramayana and tha Mahabliarala, 
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dng.,the last sixty years, the State has steadily attended to the 
•proper exploitation of the forests under its own control. It has 
-now dawned upon all that they are not only an important source 
of revenue to the government but a great national economic asset, 
for the forests are calculated to supply valuable raw materials for 
•various industries connected with the building of houses and ships, 
furniture, wood pulp, paper, tanning materials, matches, resin, 
-turpentine &c. Indian forests were extensively drawn upon for 
. urnishing war material, and the conviction was then brought 
•home to the official and the public mind that “the develop- 
ment of the economic resources of the Government Forests 
as no received the attention which it deserves and which it 

thQ Ve 7 near future ’’- l The Forest Re- 
exnerimentntirf & Dun . ls _doing useful work of research and 

working out f ^ r 6 prov ' nc ^ forest experts are engaged in 
e't well L ^ thB conse ^ion and development of for 

est wealth by scientific means. 

use f ° reStS and mineraIs can be of substantial 

and care. Wewe here T exploit ed with knowledge, forethought 
/ties as well as the c ° n ^ erne d to show the economic possibih* 
L ■*>««*« of th, forest resources of 

siderable influence on n*’ , remar ked that forests have con- 
and therefore on the state % ^ force of winds and the climate 

point of view also tlipir ° 18 a ? r * cu ftural industry. From this 

These resources mav ei T onon ^ c importance is unmistakable, 
their utility is not known uaex 'Pioited and will go to waste if 
and if enterprise canitnl' 1 , ac ! lt ' es of transport are not available 
are wanting. There ie . °^ Ter requisites of production 

not owned and manntrpri 1? f nsive forests in India which are 

“ private 
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purposes. Those of the second class may be in a state of transi- 
tion to the first or may remain permanently in the same class. 
The unclassed forests are, unlike those of the other classes, allowed 
to be used by the public, subject to a few or no restrictions. Of 
about 21 lakhs of square miles of forests under Government 
management, which is nearly 2 5 per cent, of the total area of 
British India, one lakh of miles are reserved, Sj r thousand are 
protected, and the remaining lakh aud a half are unclassed. The 
following table shows the area under forests in the different 
Provinces:— 




Forest area in so, miles 

Proportion 

Provinoo. 





of forests to 


sq. miles 

Reserved 

Protected 

Unolassed 

total area. 

Bengal 

78,835 

4,888 

1,711 

4,030 

J3-o 

Madras 

1,42,218 

18,712 

* • # 

082 

1-30 

Bombay 

1 23,104 

12,100 

487 

t . • 

JO-2 

u. r. 

1,06,725 

6,311 

1,101 

61 

7 

Bihar & Orissa 

82,484 

1,747 

1.089 

% 

♦ »» 

3'4 

Punjab 

00,050 

2,809 

4,109 

767 

4 'O 

Burma 

2,20,911 

29,330 


1,10,829 

04-4 

C. P. & Berar 

99,408 

19,045 

_ 

• •• 

10-7 

Assam 

4S,954 

5,495 


10,309 

44-t> 

N. W- Fr. P. ' 

13,184 

2SG 

... 

• # * 

PS 

Ajmer 

2,7G7 

142 



_ 5*1 

Baluchistan 

54,228 

313 


472 

1-4 

Coorg 

1,582 

520 



32*9 

Andamans 

3,143 

85 


2,122 

70-2 

Total ... 



8,557 

1,41,272 

23-3 


34. Their Economic Value : — The recognition of the great 
importance of forests is reflected in the recent development of 
forestry and sylviculture and the systematic measures that are being 
taken for the preservation, protection and artificial growth of forests 
in all countries.' The varied produce of Indian forests has been us- 
ed from time immemorial for different purposes according to the pre- 
vailing knowledge of their properties and suitability. Villagers in the 
vicinity of forests utilized timbers and bamboos for cottage building 
and the inferior varieties of wood as fuel. Timbers afthe better quali- 

■ 1 The conservation of the forest resources of Canada being rapidly depleted 
by the consumption of wood in the pulp mills, formed, in 1924, the subject of an 
inquiry at the hands of a Royal Oommimion. 
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ties were transported over long distances to towns for building pur- 
poses. Several cottage industries likewise drew tlieir supplies of raw 
material from forest areas, and this privilege of using public forests, 
under certain limitations, is allowed to be exercised by the people liv- 
ing in the neighbourhood even at the present day. The grasses grow- 
ing in the forests are useful not only as fodder for cattle but for mak- 
ing thatch roofs and manufacturing a variety of articles like baskets 
and mats. Barks of trees and myrabolam are recognised tanning ma- 
terials and they continue to be used in large factories working on 
modern lines. The manufacture of sandal wood oil reminds us of 
another industrial use of forest produce, while the resin and lac 
industry has, in recent years, attained very important proportions. 
“ India possesses in her lac, the monopoly of a raw product which 
may be regarded essential in the arts and manufactures of Europe 
and America.” The occurrence of lac is known as far east as the 
Mekong valley and Siam, but it does not appear to occur beyond the 
western and the northern boundaries of India. The largest produc- 
tion takes place in Chota Nagpur, Central India, the Central 
Provinces, Sind and Burma. Lac is obtained from the exudation of 
a resinous substance from the body of a tiny insect which feeds on 
certain trees; and resin, lac wax and lac dye are the three important 
products obtained therefrom. These materials are largely used m 
trades connected with hatting and felting, gramophone records, 
varnishes, polishes, lacquering, toys and sealing wax, and the lac 

eje is supposed to be one of the fastest and brightest reds f° r 
dyeing silk and wool. 


. , ^ k, en duritl § tlie Iast war, India was called upon to suppb 

Hirn' ee S ?• \ 6 armies in the eastern theatre and wa: 

30 her 0Wn Tesources for the purpose, the economk 
possibilities Of the country's natural resources of every kind wer< 
clemonstrated m a manner which would hardly have been possibk 

^ Lra?nnTV C fT dltl ° nS ' BurmCl) ' vhich is 50 rich in timber, supplied 
manv IS J n and in fact that province has » 

cn 4 r or ,j™- S as 011 lh \ otlier provinces put together. The res 
the wi J2 Bu ^% Whlcll . Cover 29 > 000 s< l uar e miles, -and it i 
-arc calculatcdto ^ prorince in thc country 

it 5s stated that v-w an ? normous quantity of raw material, an< 

reservoir of Umbers °? etieci out) tkey will constitute an immens 
umbers and grasses of great value. Attention has bee. 
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long directed to tlie utility of Indian grasses such as sabai or 
bhabar; and bamboos have recently been proved to be a suitable 
raw material for the manufacture of paper. The former of these have 
been used with success by Indian paper mills for over a generation, 
and the commercial possibilities of bamboos in that direction 
have been, during the past few years, explored and established. 
Bamboo pulp may well take the place of wood pulp, quantities of 
which have to be imported every year for separate use or 
for mixing with grass in paper manufacture. Thousands of tons of 
sabai grass are being cut from areas in Bengal, the United 
Provinces and Nepal for the use of paper mills in northern India. 
Enormous supplies of bamboo are available in Burma and in parts 
of Bengal, Orissa, Madras and elsewhere in the country and their 
commercial exploitation will mean a new industry for India and a 
considerable addition to the wealth of the people. 1 Forests may 
be made to supply raw material for a number of cottage industries 
and small-scale manufactures, e. g. pencils, boxes &c . 2 

35. Mineral Resources: — Of equally great or perhaps of great- 
er importance to the progress of a nation are the supplies of minerals 
which are entering more and more into the modern mechanism of 
industry and even the domestic lives of the people. The use of iron, 
steel and cement has been fast expanding, and coal and petroleum 
have become indispensable means of national defence and economic 
progress. It is no exaggeration to say that coal and oil to-day 
.occupy in national life and international competition, a place similar 
to what the precious metals held in Europe in the times of mercantil- 
ism ; and the present is significantly characterised as the steel and 
the oil age. In the matter of mining, metallurgy and metal manu- 
facture, as in other respects, India was, for centuries, self-supporting 
and in advauce of other countries. Her comparative insignificance 
in this respect at the present day, is due to her failure to advance 
with the western world in the adoption of scientific methods, the 
use of improved-machinery and the organization of industry on a 
large scale .•vTn these times of mass production and keen interna- 
tional competition, an industry -can seldom succeed unless it 
commands plentiful' capital, can utilize by-products, employs highly 

1 See Evidence reoorded by the Tariff Board regarding protection for the 
paper industry. 

?, See Report of Commission on Agrioullure in India. 
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efficient machinery, can secure raw materials cheap and has access 
to a sufficiently capacious market, interal or external, which can 
absorb its output. Indian mining and metallurgy, small-scale and 
crude, though famous at one time, could hardly be expected to hold 
their own in modern world conditions. The mineral resources of 
this country can not, of course, be compared with those of England 
and the U. S. A., for instance in industrial and commercial impor- 
tance, but our knowledge in this respect is far from complete. 


According to the geological information that is at present 
available, several countries are special favourites of nature, both 
absolutely and relatively to size and population, in respect of some 
mineral or minerals, and it was long believed that the mineral depo- 
sits of India were not worth consideration, asbeing too small to prove 
economic propositions. Little was, therefore, done by way of survey- 
ing, prospecting and experimenting until a generation ago when a 


new mineral era was inaugurated. The old prejudice died hard, how- 
ever, and the mineral possibilities of the country took years to win 
appreciation. Coal, manganese, iron, petroleum, gold and lime- 
stone are among the more important minerals which are at present 
being extracted on a commercial scale. The economic principle 
that far from production determining the values of commodities, the 
values at which commodities can be placed on a competitive market, 
determine whether there will be any production, how much of it 
there will be, and where it will be, is well illustrated by the history 
of several industries in India and particularly of Indian mining, with 
its difficulties of transport and heavy costs connected therewith. It 
is also interesting to note how, the occurrence of the various miner- 
als in different localities affects the growth of the industries and the 
ade of the country. Distance from the ports and the principal 
markets is another factor in the industrial situation. Man can not 
choose the places where lie will take delivery of nature’s gifts and 
must make the most of her ways of their distribution, which produce 
far-reaching economic consequences. The concentration of coal 
depots m the north-eastern and central parts of the country inthe 

cou„n ’ °rU r0n ' JUtC a !* d Certain S rasses but faraway from the 
als scatter ? V ' 6St ancl sout ^ anc f fr°m several other raw materi- 
'“‘Whitc ccnl” °n^Li? Cntr r eS of inc histry, is an instance in point- 
for black coal and , naturc ’ s S»fts, can, however, be substituted 
1 tbc ^ydro-elcctric works in the Bombay Presidency 
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and in Mysore, are good illustrations. We shall illustrate and dis- 
cuss the latest developments in mineral production in an Appendix 
to this chapter and give below a table showing the quantities and 
values of the important minerals raised in India over a series of 
years : — 

, _ „ Production of Minerals in India. 




1895-96 ! 

! 

1905-00 

1914-15 

1925 

£l = Rs.l3.3 

Salt j 

r tons 

11,63,38 lj 

12,91,137 

13,48,225 

12,95,144 

L Es, 

61,68,189 

66,20,879 

72,49,350 

£ 574,027 

Oonl | 

- tons 

35,40,019 

S4,17,739 

1,64,64,263 

2, 09, G4, 372 

Es. 

1,29,33,303 

2,12,91,649 

5,86,10,695 

£9,503,888 

Gold J 

I 

- 07 . 

258,158 

630,816 

3,62,34,572 

687,388 

3,93,875 

1 Es. 

1,72,32,870 

3,50,75,330 

£ 1,673,501 

Petroleum ; 

1 

'gals 

13,003,748 

144,798,444 

25,9342,710 

1,43,78,470 

28,95,00,000 

[ Es. 

15,39,231 

90,63,051 

£7,740,727 

Chromite j 

- tons 

2,708 

5,888 

37,452 

i Ks. 

... 

52,230 

39,160 

£40,171 

Iron Ore 

, tons 

46,653 

1,02,529 

4,41,674 

15,44,678 


{ Es. 

2,77,886 

207,399 

0,10,001 

£ 336,776 

Magnesite 

f tons 

• •• 

2,063 

1,680 

29,620 

[ Es. 


(c) 8,252 

3,453 

£ 31,179 

Manganese ore 

( tons 

16,816 

253,890 

682,898 

8,89,461 

| Es. 

10,7,636 

32,71,565 

1,31,58,965 

.£ 2, 619,220 

Mica ( 

cwts. 

10,231 

31,554 

4055C 

45,990 

i 

Es. 

10,72,213 

23,94,413 

13,21,351 

£ 853,851 

Saltpeter j- 

cwts. 

421,784 

336,464 

310,211 

2,02,1 89- * 

Es. 

53,59,534 

38,53,340 

42,01,476 

33,65,363" 

Tin- ore r 

cwts. 

440 

1,527 

5 395 

37,494" 

1 

Es. 

23,464 

1,48,570 

3,29,276 

23,01, 041 f: 

f ounces 

... 

... 

2,36,446 

42,44,304, 


Es. 

... 

... 

4,03,440 

1,01.28,504"- 


30. Coal, Iron and Petroleum:--The table which is given 
below, will convey a clear idea of the peculiar distribution of the 
coal deposits in India, both British territory and the Indian States. 
Out of the total raisings of the mineral, nearly 90 per cent, come from 
mines in the two provinces of Bihar and Orissa and Bengal, Central 
Provinces and Hyderabad State coming at a long distance and 
contributing only about 5 per cent, between them. The coal fields 
are classified on the geological basis as (1) the Gondwana system of 
strata, chiefly composed of sandstones and shales deposited in 
fresh water and by rivers and (2) the tertiary or cretaceous beds. 

* Figures for 1922-23. 

13 
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The former belong to Bengal, Bihar and Orissa, Central India, 
Central Provinces and the Hyderabad State and account for 80 per 
cent, of the coal supplies of India and the latter, contributing the 
remaining 20 per cent., are located in Baluchistan, Assam, the 
Punjab and Rajputana. The Ranigunj, Jheria and Bokaro fields, 
lying at a distance of 120 to ISO miles to the north-west of Cal- 
cutta, constitute to-day the largest mining centre in the country 
and yield some of the best coal available. The iron industry re- 
quires superior qualities of coal, called 'coating’ coal, and the total 
quantity of it available has been estimated at 1 ,000 to 2,400 million 
tons while the aggregate reserve of all kinds of coal has been put 
down at 54,000 million tons. I 

The distribution of coal production by British Provinces and 
Indian States is shown in the following table : — 

Production of Coal in each Province and State in India 


(British India). 
(In Tons). 



1001-5 

EM 

1911-15 

1916-20 

1925 


average* 

average. 

average. 

average. 


Burma 


... 

... 


25 

Assam 



pfBH 


318,842 

Bihar & 1 

Orissa j 





13,938,506 

Bengal 





4,913,852 

Punjab 



fHH 


74,662 

N. W. F. \ 
Province j 

... 

*•• 

... 

j 

• ti 

... 

Baluchistan 





34,797 

Central 1 

Provinces j 

167,000 

180,000 

236,000 

426,000 

708,554 

Kodr&s 

... 

... 

... 

... 

... 

Total 

B 

35 


BQ 

19,989,241 
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Indian Sinks. 


Hyderabad 

423,000 

1 405,000 

537,000 

002,000 

007,877 

Rajputana 

(Biknnor) 

2S,000 

i 

21,000 

17,000 

10,000 

28,153 

Control India 

(Rowali) 

173,000 ; 

151,000 

147,000 , 

1 

188,000 

210,106 

Total 

0271,000 

020,000 

701.000 

8(33,000 

1 

015,136 

G-ronl Total 

7^27,000 j 

11,523,000 

15,440,000 

10.350, 000 

20,004,000 


Attempts have been made from time to time for over a hundred 
years to establish a successful iron and steel industry in the country 
but all the earlier efforts proved dismal failures. The story of the 
discovery of huge iron ore deposits of an extraordinarily high quality 
and lying in a tract known as the ‘Iron Belt’ in Singbhum and the 
Keonjhar, Bonai and Mayurbhanj States of Orissa, reads like a 
romance. These deposits are estimated at 3,000 million tons and 
lie within a convenient distance of the coal required for purifying 
the ore. The vicinity of coal fields and the iron ore deposits, is an 
advantage of inestimable value to the iron and steel industries of 
India, which is enjoyed by very few countries in the world. Iron 
ore exists also in the Central Provinces and Mysore, Another 
mineral of considerable importance is petroleum and its production 
in India has shown a gratifying increase during the past few years. 
It is found in two distinct areas at two extreme ends of the country, 
viz. Assam, Burma and the islands of the Arakau coast in the east 
and the Punjab and Baluchistan in the west. Of the two the 
eastern zone is by far the most important, contributing 95 per cent, 
of the total oil, and the most successful oil fields are found in the 
Irrawaddy valley. In gold production, the Kolar field in Mysore 
provides almost the whole of the Indian output; the Anantapur 
mines in Madras make an' insignificant contribution and the opera- 
tions at the Nizam’s mines at Hutti in Hyderabad have ceased. 

- The increase in the output of manganese has been remarkable 
within recent years. The total reserves of this mineral are of 
immense dimensions. The industry was first started in the 
Vizagapatam district, but the Central Provinces were found to pos- 
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sess richer deposits, and the latter now occupy the dominating posi- 
tion in respect of manganese. 1ft olfram, the chief ore of tungsten, 
shot into prominence during the time of war on account of its special 
value in the manufacture of high-speed steel. It is highly useful 
in the manufacture of modern hard-wearing tools, and for othei pur- 
poses. Salt is manufactured by the evaporation of sea and lake 
water and is also extracted from salt mines. About 60 per cent, of the 
total quantity of salt consumed in the country, is locally produced. 
It was long a mystery why, with such an extensive coast line, India 
could not be self-sufficient in the supply of a necessary of life like salt 
though it was, besides, largely a State monopoly. Government has, 
therefore, been at last induced to order an inquiry into the possibilities 
of the development of the salt industry. The chief raw materials of 
cement manufacture, viz. lime stone and clay, are found in various 
localities all over the country, and distance from coal fuel and from 
the market are the decisive factors in the state of the industry. 


37, Motive Power -.-—Wealth production is nothing but the 
creation or increase of the capacity of matter to satisfy a human 
want. It was discovered at a very early stage of civilization that 
this arrangement, manipulation or adjustment of objects as they a* 6 
found in nature so as to render them more suitable for consumption 
or enjoyment, was facilitated by the use of some instrument or 
mechanism which supplemented man’s eneigy. Even in the remote 
"Vedic times the Indian Aryans used such auxiliaries for the cultivation 
of land and for conveyance purposes. The physical labour of man 
is, however, unequal to the resistance encountered and too weak for 
operating the implements; and the force of cattle came to be utilized 
in its steady For drawing ploughs and carts, lifting water from 
veils, carrying loads, crushing cane and seeds, threshing grain & c * 
catde have been used from time immemorial in India as elsewhere. 


Further economy of energy and therefore of cost can be brought 
about by the substitution of the forces of nature for human or cattle 
power. As the industrial machinery becomes complicated and 
teavy, the necessity of using some motive power obtained from 
nature becomes more urgent. Under the old industrial economy oi 
f otcc 2J’ QV,er °r a ’ r v-'ater has been rarely used as the robti re 
of steam 11* 0 mac hi«ery , however/ has dictated the growing n sC 
v d , gas - Wi " d ^ ™ter mills will turn 
u wheels and run bght machines ; steam and electricity are need. 
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ed to drive big engines. The introduction of steam .as power for 
propelling the engine revolutionized the mechanism of industry a 
liundied yeais ago, and the supply of coal necessary to generate it, 
becurne an indispensable factor in the modern industrial organization. 
Electricity is coming into greater use as motive power, and water 
stored at great heights can generate it more cheaply than coal, though 
the cost of the latter is lighter than that of wood fuel. Electrical power 
can, besides, be transmitted over long distances where it may be 
required for industrial purposes. The limited supplies of wood, coal 
and of oil fuel and the world's increasing demand for them, have 
driven people todiscoverthe possibilities of waterpower for generating 
electricity as a competitive source of energy. The discovery of this 
‘white coal’ and its utilization in Switzerland, Norway and America 
have signalized a great economic advance. 

Certain natural advantages must be present in order to enable 
water power to be harnessed ; and the initial cost of hydro-electric 
schemes is enormous. But the ultimate saving is considerable and 
the running cost is small. The mountains and rivers of India afford 
natural facilities for the inauguration of such schemes, and other 
things being favourable, there is a great future before them in this 
country . 1 The Cauvcrv works in Mysore and the Tata hydro-electric 
works at Lonavala, demonstrated how motive power, capable of 
working a number of factories at a distance, could be created by 
means of water dammed in the beds of rivers or stored in big lakes 
formed in suitable valleys and fed with the rainfall which may be 
very heavy there. The Andhra Valley and the Mulshi projects have 
followed in succession ; and mills, factories and railway trains in 
Bombay can be lun with power generated miles away and without 
the inconvenience of the dirt, the soot and the smoke associated with 
coal and oil. In point of fuel supply, the Bombay Presidency is most 
unfavourably situated, being far away from coal mines and the use 
of electrical energy generated by the force of water will mean a big 
saving in industrial cost and a considerable economy of fuel. It is 
not, therefore, a more coincidence that Bomba}’ city is the first place 
in India to start hydro-electric works on a gigantic scale and to sub- 

- 1 " An approximate though iucomplole, calculation of all kinds of power iu 
use m India, shows a total of 3,248,330 horse power or 936,000 Kilowatts, . The 
continuous water power is estimated at 213,340 Kilowatts but the potential 
minimum capacities at 55,382,000 Kilowatts or 7,400,000 elootrioal horse power." — 
Quoted from the Labour Gazetto, Feb. '1922, 
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stitute water power for coal in its mills and factories. Difficulties in 
'connection with coal supply have led to increased use of water 
power in France, Germany, Italy and Austria in recent years. The 
position of the coal industry in India which had to be investigated 
by committees, points to the same development in this country, 
especially owing to keen foreign competition. The question of . 
utilizing the natuial advantages the country offers in this regard, 
has been taken up by Government and investigation has been made 
of suitable sites in different provinces. The possibility of utilising 
water power for industrial purposes in various parts of the counffy, 
the Punjab, Madras and Bihar and Orissa, has been clearly demons- 
trated. As to water transport, little appears to have been done to 
investigate the possibilities , of rivers which lend themselves to 
development. Many of the rivers in northern India are navigable 
oier long distances, while those in other parts are not; but it is 
possible to extend this navigation for purposes of transportation by 
means of canals. In any case, the situation in Provinces like Ben- 
gal, calls for efforts in this direction. Several creeks on the coasts 
are utilized, on a small scale, in this way for the conveyance of 
b oo s. Ovs ing to its long coast line, India might be expected to 
possess several harbours, and in the past brisk trade was carried 
” of I" 11 ® 56 foreign countries. But the use of huge 

hme norSvT n* th ® deveto Pn»nt of a few convenient and 

and Rangoon and the 
Wei iTinLZ ° r are lIsed for small coastal trade only, 

trade Snm a ^ e o ar ge-scale economic activities in industry and 
Jr Z £ thes f p0rts . "»y. Vowerer, be improved will, 
on the corsL V semceable for trude »t different points 

been develanpd . 17 ' a £apatam on the east coast has thus recently 
connecUotSVff 0 “ ^ p °*. Reference has been made, in 
canals taken from Sst' stomge ° f ^ ^ * 

[and cattle, the soil m ? St S0U1 'ce of livelihood for man 

~^and the agricultural ; h'T een regarded with veneration in India, 

«*». rr s a high piace 5n ^ 

attribute to the soil aw ! f ? shl0, '> Uie mass of Indian people 

industries appear ^ t} ® exc lusivo productive capacity, and other 
in « social c Z v ‘ iS « less parasitical. This is but 
° 1BJ ln agriculture predominates, and 
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the deep attachment of the people to the soil is thus easily account- 
ed for. But it is an irony of fate that agriculture is tending to be- 
come a supplementary occupation owing to fragmentation of holdings 
and growth of population. Ownership and possession of land yield a 
sense of independence and a person having it, commands the means 
not only of producing food but of securing anything he may require 
in exchange, because the demand for what he has to give is universal. 
About 72 per cent, of the Indian population subsists upon agricul- 
ture, and with the disappearance of the indigenous industries, this 
percentage has been steadily growing. Barely one acre of land is 
available per head of the agricultural population and it would not 
be surprising if the soil felt increasing pressure. The following 
figures 1 are instructive and variations in this regard over a period of 
years arc not important. The figures of 1 921-22 may, therefore, 
be taken as approximately accurate : — 


Classification of Area. 


Aroa by professional survoy 

. 


Acres. 

... 666,619.000 

Aroa under forest 

. 


... 88,419,000 

Area not available for cultivation 

... 


... 153,178,000 

Cultivable waeto 

. ... 


... 151,173,000 

Fallow land 



... 50,564,000 

Net area cropped 

« •<» 


... 223,184,000 

Irrigated aroa 

ii 


... 47,790,000 

The proportion of cropped to total area 

and the number of 

population per 100 acres of cropped area in each province are stated 

below : — 

Bombay 

Proportion 
of cropped 
to total 
area. 

55 per cent. 

Population 
per 100 
acres of 
oropped area. 

55 

Delhi 

CO „ 

II 

222 

Bihar and Orissa 

48 

II 

134 

United Provinces 

52 

It 

127 

Bengal 

47 „ 

It 

188 

Punjab 

42 „ 

It 

80 

Madras 

3S „ 

t» 

125 

C. P. and Berar 

37 „ 

It 

59 

North-West Frontier Province 

20 „ 

It 

97 

Manpur 

23 „ 

!» 

71 

Ajmer-Merwara 

17 „ 

II 

167 

Asiam 

38 „ 

II 

131 

Coorg 

14 

It 

125 

Sind 

13 „ 

H 

81 

Burma 

10 „ 

II 

83 

1 Agricultural Statistics of India. 
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If areas sown more than once are taken as separate areas for 
each crop, the gross area cropped in 1921-22, for instance, amount- 
ed to 256,582,000 acres and was distributed among different crops 
as under : — 




Per cent. 


Acres 

of 



total. 

Pood grains 

204,193,000 

80*00 

Condiments & Spice*- 

1,412,000 

0-5 

Sugar - 

2,522,000 

1-0 

Pruits & Vegetables 

5.538.000 

2-1 

Miscellaneous food crops 

1,245,000 

0-5 

Total food crops. 

215,508,000 

84-1 

Oil-seeds 

14,197,000 

5-5 

Fibres 

13,854,000 

5-4 

Drugs 

854,000 

‘0-3 

Dyes and narcotics 

2,247,000 

0-9 

Fodder orops 

8,008,000 

3-4 

Miscellaneous non-food crops 

1,113,000 

0-4 

Total non-food crops. 

40,731,000 

15-9 


In a later chapter dealing with the production and supply of 
food for the people of India, it will be shown how these are inade- 
quate to meet the normal demand. To relieve the steadily increas- 
ing pressure of the population upon the soil, not much cultivable 

area is now available, though what is called cultivable waste may, 

to a certain extent, be brought under the plough. There are parts 
of the country, particularly in the Indian States, which are awaiting 
the immigration of farmers to utilize them. Here we have a pro- 
blem of first rate constitutional and national importance. Redistri- 
ution °f the population requires the satisfactory establishment of 
constitutional relations between the States and British India. But 

lnf1 - n J fTf™ f tWs must sa y tllat the supply of land iu 

Uraite ' * a f 15 P ro ^iug inadequate with the steady growth of 

Slc Wr a - f ff 6 mUst) tllerefDre > be mainly placed upon in- 
mmg. The fact of the recent increase of the population 


the total area under cultivaf tbUS ut jJ isad tor supplying foreign markets fr< 

represent mo , a thr a Tif t MT’T e8haUfij,d tbat what is ^er does x 

tlon. India, therefor 8 f an aorB per head of the total Indian popu 

what two-thirds of an aerf 1 ”T some estent °h>thes its population fr< 

in the world whore the land is***- °j n pr ° auce * There is probably no count 
of India by Sir T. W. Holdernessf *° 3 ° 80 ro « o5] .’’— Peoples ana Problei 
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dependent upon agriculture, is of great economic significance. It is 
an indication of the decadence of the old handicrafts and the growing 
dependence of the mass of the people upon agriculture. By some 
this development is explained as the result of the more remunerative 
character of farming, particularly the cultivation of the commercial 
crops which command high prices in the outside markets.' This 
does not appear to us a correct explanation, and it can be demons- 
trated that artisans and craftsmen who formerly could make a living 
by their traditional callings, have been driven to the soil by the 
decay of their ancestral industries, caused by the competition of 
foreign manufactures and that farming by itself is insufficient to 
maintain a large number of cultivators’ families who have to sup- 
plement their earnings by selling their labour to others in different 
ways. Mr. Datta’s statement quoted at the foot of this page, will 
be true only if we take it in the sense that half a loaf is better than 
none. 


39. Pressure on the Land It can not be denied that the 
high prices of agricultural produce such as cotton, wheat, jute and 
oil-seeds mean a larger amount of income to the cultivator, and 
in certain parts of the country, the agricultural population has bene- 
fited by the increased foreign and local demand. Higher rents are 
also being paid by cultivators to their land-lords who have secured 
considerable unearned increments. It must be remembered, how- 
ever, that higher prices of commodities in general, of which those of 
agricultural produce form a part, mean a proportionate restriction of . 
the margin of this profit. Further, the rise in the prices of agricultural 
produce has not been so greatas appreciably to compensate for the dis- 
advantages of the cultivator. Again, Indian agriculturists are not, as a 
class, entrepreneurs like farmers in the West. Lack of knowledge, co- 
operation, enterprise and means, prevent the cultivators from reaping 
the full benefit of high prices, and mobility is conspicuous by its 


1 ,l On the whole, though no great reliance can be placed on the classifica- 
tion of the population by occupation in the census returns, there is no doubt 
that the number of agriculturists has increased more in proportion than either 
the total population or the mimbor of labourers. The increase in the number of 
agriculturists may be taken as ind’eating that the- profits of agriculture were 
such as to attract workers from other occupations to agriculture.’' — K. L. Datta’s 
Report on High Prices. 

’ 14 
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absence among them. Non-agriculturists will not take to land unless 
they are attracted to it by its social and economic advantages or are 
forced to do so by the grim prospect of starvation, though they may 
combine farming with their inherited occupations. They will usual- 
ly stick to their precarious traditional callings rather than enter more 
promising fields of labour. And where are the alternative openings 
to which they can turn ? With several rural families, agricul- 
ture has become a subsidiary occupation. Many of them, therefore, 
simply drift into agriculture and add to the number of those who 
must be supported by that industry or continue to cling to land 
though it may not benefit them. The suggestion, that the agricul- 
tural population has increased on account of the superior attraction 
of the agricultural industry and the prospect of higher profit is, there- 
fore, unwarranted. There are indeed a few well-to-do people, 
professional men, pensioners and others who invest their savings in 
land on account of the peculiar economic security it affords. But 
agriculture is rarely remunerative in their hands and their numbers 
as well as those of artisans and others who purchase lands with the 
object of carrying on farming as a business, must be extremely 
small. 


The report on tbe census of 1911, in the chapter on occupa- 
tions, throws much useful light on this subject. We there read:— 
'On the one hand, the rise in the price of food grains has made 
agriculture more profitable, while, on the other, the profits of the 
various artisan classes have been diminished, owing to the growing 
competition of machine-made goods, both locally manufactured and 
imported, v ith the result that these classes show a growing tendency 
o abandon their traditional occupations." And further:— M The 
oca cobbler on the other hand, having to pay more for his raw 

o/vJ 03 ] *" ecdn S the increasing competition of machine-made 
goods, has been tempted to abandon his hereditary craft for some 

ofAnW?- 0 ! 1 ^ 61 ^ 0 ^ 511 ® 11 as agriculture or work in factories 
sidiarv cnUb” S " K f Wse art ’ £ans with whom agriculture was a sub- 
and to I g ’i? e bCmg COm P elled t0 throw up their proper crafts 
Report 0 L^^«^ CT0W ^. QCCUpati0n of fuming. The Census 

artisans are alco n n subsidiary table shows that many village 
statement tnadf^ei '' dependent °n agriculture. This supports the 

these persons to abandon th there is at P resent a tendency for 

their hereditary occupations in favour of 
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farming."' The report on the latest census, that ofl 921, states that 
“ compared with 1911 the agriculturists have increased a little faster 
than the total population, though fishermen and hunters are fewer/’ 
The total population connected with pasture and agriculture increas- 
ed 1*8 per cent, during the intercensal period. 

Though there are certain areas in the country which may be 
developed, the scope for extensive fanning is now comparatively 
insignificant. The land in most parts of India has been under culti- 
vation for centuries, and persistent and peaceful cultivation during 
the last few generations has indubitably been subject to the law of 
uneconomic or diminishing returns. The operation of this law can 
be arrested only by improved methods of farming and the application 
of more capital to the land. To-day those who should devote their 
labours to the manipulation of raw materials, join the army of cultiva- 
tors engaged in producing those materials and food grains. Among 
the conclusions Mr. Wattal 1 2 has derived from his elaborate study of 
census and agricultural statistics, are the following: — That though 
there are sparsely populated areas they arc not so because they are 
awaiting development but because the character of the soil is in- 
hospitable and there is no further room for the development of cul- 
tivation ; that in all the old Provinces the pressure of population on 
cultivation is fairly intense; that the average per unit of the agri- 
culturist population hardly exceeds an acre and a quarter and 
shows a tendency to fall; that development of the country can 
only mean a development of irrigation, but irrigation has no 
very bright future before it, and that the agriculturist population is 
increasing at the expense of the industrial and trading populations. 
These views, based upon the census of 1911, may perhaps require 
slight correction in respect of a few parts of the country, but they will 
be found to represent the existing situation with sufficient accuracy. 3 
There is a two-fold remedy which may be applied, within limits, 


1 See the Author’s article on this subject in the Mysore Economic Journal 
for February, 1915. 

2 ‘ The Population Problem in India.’ 

3 The writer of the census report for Bengal remarks : — ‘Tn BeDgal the 
holdings have beon so minutely subdivided that there is not enough work for the 
cultivators, but on the other hand there is no other work to which they can turn 
their hand Census Report, 1921, Vol. 1 
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to relieve pressure of rural population, viz transplantation to sparse 
ly populated areas in the territories of Indian States and the 
colonization of tracts commanded by new canals, as in the Punjab 
and in Sind, the Sukkur Barrage scheme affording ample scope for 
this purpose. 

QO. Fertility of the Soil; — It is a common belief among 
Indian cultivators that the soil is not as fertile to-day as it was m 
the past. This notion can not be disposed of as being a merc 
prejudice and be put down to ignorance and to the natural human 
disposition to disparage the present and exalt the irrevocable past. 
Increasing population and unbroken peace have allowed land no 
rest, and the fertility exhausted by continued cultivation has not 
been restored to the soil by the use of rich manures. It is an 
^admitted fact that the soil does not receive the rest it badly requires 
laud is constantly put under crops; and that many of the materials 
which ought to be used as manures, are being either exported or 
' utilized for other purposes and wasted. And this is bound to result 
in soil deterioration. The question of prohibiting or restricting 
the export of oil seeds, bones &c. out of which manures 

are made, has recently received much attention at the 
hands of agricultural experts in India, and the trend of the 
latter’s opinion lends support to the view advanced here 5 . What 
has been stated in different places in this book with respect to the 
effects of the old economic equilibrium, holds good in this case also. 
^ The traditional methods of cultivation are being found to be in- 
efficacious and new practices are not being substituted. The 
extension of railways has, in Provinces like Bengal, destroyed the 
natural drainage of the soil owing to embankments put up, the use 
of new irrigational facilities Iras created water logging and soil 
deterioration in various places and the indiscriminate production of 
commercial crops, stimulated by temporary money gains, has 
brought similar evils in its train. 


,: W,th thoiooraas « in th o acreage of cultivation, especially ofloss ferule 

Zll l!T 6raS .t° UttUrn i3 h ° nml t0 Crease, but to establish a deterioration it 
yields was under cultivation in former times bov? 

lead to the crmrlL - * ^® foro " aa d official reports on this point would seem to 
exaggerated t ' 1C ' t ^ eory deterioration “has been frcqne Dt S 

mtmhavo become 1 * l, 0 !* 4 ^ enied that in several areas the cultivation of ,an 

2 See n ? ? ® 6nt than b6fo 'e.”~K.E. Datta: Report on Sigh Prices- 

6*o Report of Commission on Agriculture in India, 
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What are called tlie natural and original powers of the soil ] 
vary from one part of the country to another and determine the 
character of the crops raised there and also the standard of living, 
of the agricultural population. The cultivator in the Konkan, for' 
instance , can, with difficulty, eke out a bare subsistence while 
his brother in Khandesh or Satara gets rich and bumper crops 
out of his rich soil. The Konkan rayat can obtain a certain and a 
bountiful rice crop with the aid of the plentiful supply of water , 
which a generous rainfall almost invariably provides and by means 
of his careful labour and liberal manuring ; but such land is - 
restricted in extent and the other available areas are extremely 
niggardly. The fertility of the Gangetic plains is well-known j 
and so is the productivity of the soil in river valleys all over 
the country. The farmer can not, however, depend upon,, the 
natural properties of the soil to provide a perennial and uniform 
source of income even where nature is bountiful as those powers 
must be steadily exhausted unless they are replenished from time 
to time. Where land is abundant, as in a newfy settled colony, 
extensive cultivation is the rule, but in old countries, the demands 
of a growing population have to be met by resorting to methods of 
intensive cultivation. Rapid and cheap means of transport have", 
no doubt, brought the old world into closer touch with the new, 
and the food pioblem of the former has been, to a large extent, 
solved. This international phenomenon is reproduced in the 
interprovincial and interdistrict sphere in this country. But while 
India can not afford the means to buy her food from outside, the 
urgency of intensive cultivation is, in her case, extremely great 
because a better distribution of available food supplies, must be 
supplemented by increased production. The demand for the agri- 
tural products of this country in the world’s markets, is bound to i 
increase steadily aud there will be a scramble for the possession of 
Indian raw materials among foreign nations. Owing to foreign 
demand the prices of our raw products have gone higher, and they 
will constitute an immensely valuable source of wealth for the 
country. The productive capacity of the soil must, however, be I 
increased if any substantial benefit is to be reaped by the people in 
the face of increasing population and of rising prices all round. 
This would require more capital, better methods of farming, im- 
proved implements and the systematic organization of the agricul- 
tural industry. The recent imports of wheat into India and the 
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difficult competition Indian rice 1ms to meet in foreign markets; 
convey a "warning in this connection, which must be corre J 
interpreted. 


41. Value o! Land So far we have confined ourselves only 
to the natural properties and advantages of the soil and to t - 
varying degrees of value they confer on land. Changes in 
conditions, improvements in the means of transportation, an 
creation and expansion of markets also exercise a similar in uencc, 
and land which is comparatively unimportant to-day will he lug i ) 
valuable tomorrow. Lands which were on the margin of proc uc 
tion a few years ago, fetch high rents to-day on account of renum 
erative crops like cotton, groundnuts, tea and sugarcane, being 
grown in them. Lands which are brought in contact with nev> 
internal or external markets by railways, become immediately tnore 
remunerative and this phenomenon is particularly noticeable m 1 
case of land in the vicinity of towns and railway lines. Intensive 
fanning becomes possible in these cases and the saving made m 
the cost of transportation and the high prices obtained for 
products of suburban farms confer higher values upon lan ^ 
Social causes do for these lands what natural gifts do for others. 
One striking phenomenon of the last few years, is the increase o 
land values which has taken place all over the country. The m* 
crease is mainly due to the high prices of agricultural produce. an( 
to growing Industrial and commercial activity and is proportional 
to proximity to business centres, railways and other means of ea ^ 
communication. When we consider the changes in the values °f 
urban and suburban lands used and capable of being used as build- 
ing sites, the phenomenon is more interesting still. Land which lS 


an uneconomic proposition as an agricultural holding, fetches un- 
heard of rents as a building plot. The growing population and the 
expanding trade and industries of towns, lead to an increasing 
demand for lands and their values have been steadily going up- 
Ground-rents are consequently rising at a rapid rate in all towns 
and in centres of industry and trade. The housing problem is > 
therefore, becoming every day more difficult and demands serious 
consideration at the hands of municipalities. 


With every crop taken out of the soil we steadily exhaust its 
?wT? UCtiVC capacity, and it is by means of manures that 
' ls re --tored to it. But in the case of the extraction 0 
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minerals, such restoratives are not available. An increased supply 
can be obtained only by going deeper into the mines, and though the 
operation of the law of diminishing returns may be temporarily check- 
ed by improvements, a time comes when the cost becomes prohibitive 
and the supply of minerals is exhausted. New sources are indeed 
opened out in the country or outside; and international exchange 
tends to establish an equilibrium. The law of substitution also 
operates in the same direction. These considerations do not, 
however, allay national apprehensions. For instance, the prospect 
of the exhaustion of the English coal fields, has led some people to 
advocate the adoption of measures to conserve the supply, though the 
comforting assurance is given by some that by the time the prophesy 
is fulfilled a century or two hence, a cheap substitute for coal will 
already have been found. That fate of the reserves of subterranean 
wealth causes similar anxiety in India; and the problem is further 
complicated here by the fact that the people of this country have yet 
only a small share in the wealth extracted. The minerals once 
taken out, can not be restored and as the mines are at present 
worked, in the absence of indigenous enterprise, the country does 
not get an adequate value, for that wealth is being exploited by 
foreigners. It is, therefore, not unnatural that people in India should 
look askance at the exploitation of the country’s mineral resources 
by outsiders and should be anxious to retain them in their own 
hands and to prevent them from being handled by non-Indians for 
their own profit. 1 The growing quantity of the mineral wealth 
raised in the country is not a decisive proof of its advancing pros- 
perity if that wealth is, for the greater part, appropriated by people 
who do not count India as their home. On the contrary, it is a 


* v * 6-9r °t the tact thdl minerals can not be replaced or replenished, a 

epecia eavy responsibility lies upon both the people and the Government, No 
Fenous arm certainly cau result from postponing for even a quarter of a century 

o ex rac ion of precious metals like gold and precious stones like rubies or 

lamon s. n t o other hand, as trustees of the permanent -welfare of the Indian 
to Choc. iRfrroti?' 1514 should recognize the serious injury that would bo caused 
~ * ro ® es P^o»tatjo3 by outsiders who have no permanent stake 

p- ( _ r ^’ reS1 ent ’ a * Address at the Madras Industrial Conference, 1593. 

Tr eXPr r 5ed Sa th * ^ideutial address at the Industrial Cen- 
r , * * n st2 ° cases, I c?xi not tut think that it ^cuid he to the perms- 

, , ' “ c , cou “- r ? { o allow petroleum to remans underground end gold to 

= $!3e « a rih until the gradurl regeneration of the country, 

C3Tae * W uc3er British rale. enables her own industrialists to raise 
them and to get the progt of the Industrie*.” 
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distinct loss to the country because so much of its potential wealth 
has been removed abroad without a corresponding return 1 . It 
may indeed be argued here that whoever exploits natural resourc- 
es, is a benefactor of mankind, that resistance offered to such 
exploitation means the retardation of the progress of civiliza- 
tion and that, in any case, the unearthing of nature’s treasures 
must confer upon the people of the country concerned some 
benefit, however slight it may be. There is a certain amount 
of truth in the statement ; but this altruism does not, even to-day, 
obviously appeal to the leading nations of the world who are seen 
to wrangle in an unedifying manner over oil concessions and mono- 
polies in Asia, Africa and Europe, India is not, besides, a new or 
uncivilized country, inhabited by races who have no national cons- 
ciousness and is not to be compared with the eastern colonies 
established by European emigrants and states for economic exploi- 
tation or permanent occupation. 
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u . C0ran ' 0S ’ 0 *ment of European mining in 1882 , to the end oU^l 

S fic1 ? . of ridded gold bullion of a total value of 

t„ the rM " U ' nB in tbe Payment of more than £ 20,000,000 in dividers 

3,000,000 i n , ' oyaUy 

J. C. Brown : “ India’s Mineral Wealth- 
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In the existing conditions of the world’s economic organization, min- 
erals possess considerable international importance. The industrial value of 
minerals — coal, iron, oil, — as raw materials and fuels, imparts to them special 
economic significance which deserves to be clearly understood. Extractive 
industries in countries like Great Britain and U. S. A. constitute by no 
means a negligible factor in winning the national income • and exports 
of British coal, for instance, are indispensable to Britishers to secure the 
exchange of necessary foreign commodities. Oonntries like Italy, on the 
other hand, have to depend for the supply of coal on foreign imports, and 
international oxchange in this connection is extremely useful to them. 
Nations, therefore, frame their polioies according to their peculiar circum- 
stances and needs, and India can not be an exception to that rule. The - 
following information regarding mineral production in India will, therefore, 
be found very instructive, and the remark of the Director, Goological Survey 
of India, who3e report is given bolow, relating to the necessity of conserving 
the oil supplies of India, that 1 a conservative policy rather than one of 
intensive development seomB indicated, especially in view of the national im- 
portance of this mineral asset’ (our italics), is very significant: — _ 

Indian Mineral Production in 1927. 1 

The following are extracts from the Report on the Mineral Production 
of India during 1927, by Dr. L. L. Fermor, O.B.E., A.R.S.M., D.Sc., 
F.G.S., M. Inst. H.H., Officiating Director, Geological Survey of India : — 

MINERAL CONCESSIONS, GRANTED. 

The number of mineral concessions granted during the year amounted 
to 714 against 758 in the preceding year; of these two were exploring 
licenses, 603 were prospecting licenses and 109 wore mining leases. 


1 A statement showing the total value of the output of minerals in India 
during the years 1926 and 1927 was published in the Indian Trade Journal, dated 
the 11th Ootober, 1928, page 82, and is reprinted on a succeeding page of this 
Appendix. 
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ANTIMONY' 

Antimonial lead is obtained as a by-product in the load refinery at tho 
Namtn smelter of tbe Burma Corporation Limitod. Tbis product contains 
approximately 77 per cent of lead, 21 per cont of antimony and G to 8 ozs. 
of silver to tbo ton, aud is exported to tbe United States of Amorica for 
farthor treatment. Tbo output of antimonial load was 1,057 tons valued at 
Rs. 3,20,500 (£23,918) in 1926 and 603 tons valued at Rs. 1,33,065 (£9,930) 
in 1927. 

There is also a small production of antimony-ore in tbo Amherst dis- 
trict, Burma, which rose from 108 tons valued at Rs. 2,688 (£201) in 1926 
to 500 tons valued at Rs. 10,500 (£784) in 1927. 

CHROMITE 

The production of chromite in India during 1927, showed the largo 
increase of 23,825 tons to a total of 57,207 tons For this increaso the 
Hussan district, Mysore, was chiefly responsible. Tbe total exports from 
Inflia daring the year amounted, however, only to 42,953 ton 3 , with ro 3 ultant 
accumulation of stocks. Chromite exported from the ports in British Indio 
amounted to 20,996 tons against 29,614 tons in 1926. Chromite mined in 
British India is also exported from tbe port of Mormugao in Portuguese 
India ; the quantities exported during 1926 aud 1927 were 10,337 tons and 
21,957 tons respectively. This increased production accompanied an incroase 

m the value per ton of chromite produced from Rs. 12'4 in 1926 to Rs. 

15*5 m 1927. 


COPPER 

} ,, W c orV ‘^ t tbo M °sab°ni Mine of the Indian Copper Corporation, Ltd., 
m the Sighbhum district, was practically suspended during the year 1926, 
pen mg the raising of the capital required for the erection of tho necessary 
concentrating, smelting, refinery and power plants. Early in 1927 the 
Anglo-Oriental and General Investment Trust, Ltd., London, assumed con- 
rol, a sum of £ 350,000 was subscribed and tho erection of the new pi®* 
ommenced at once at the company's new site at Moubhandar, Ghatsila, 

nfSw*, T a33isted ^ding from the Bengal-Nagpnr Railway main line 
«t Ghatsila, and an aerial ropeway from the mine. 

cl](irMlv lt ° r0 -i < i 30rVC3 ^ SurfaC8 an d underground) now amount to 624,53® 
a connpr n f ^ average assay value of 3-88 per cent copper representing 
5W0 o, r , ' 232 t0M - quantity of ore raised in 1927 was 

tons nrev o't at , ES - 2 '°°' 000 14 ' 025 >- « *» addition to 35,823 

tons previously produced during development. 

Namfcu ETmUF 0tl ^ er ° * S n ° W a re S a lar production of copper metis at the 
Pm cent of copper, 35 per cont of lead and 70 ounces of 
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silver to tlio ton. The production during 192G was 11,441 tons valued at 
Rs. 44,78,064 (£ 334,184) and averaging 41-6 per cent of copper and during 
1927, 11,872 tons valued at Rs. 44,13,205 (£ 329,344) averaging 40-3 per 
cent of copper. Tie matt^ is exported to Hamburg for further treatment. 

A small output in 1926 of 4 tons of copper ore valued at Rs. 160, (£12) 
and in 1927 of 10 tons valued at Rs. 400 (£30) was reported from the 
Nellore district of Madras, 

DIAMONDS 

Tlio production of diamonds in Central India roso from G8-G0 carats 
valued at Rs. 28,569 (£ 2,131) in 1926 to 112-74 carats valued at Rs. 44,943 
(£3,354) in the year under review. 

GOLD. 

In 1927 there was an arrest in the secular decline in the total Indian 
gold production. A small decrease of some 1,176 ounces from Mysore and 
the cessation of the abnormal production of gold in Singhbhum in 1927 was 
more than counterbalanced by an enhanced output from the new lease of the 
North Anantapur Gold Mines, Ltd., in tho Anantapur district of Madras. 
Although this company ceased operation in Jnly, 1927, yet tho net result 
was an increase of 114 ounces in the total gold output 1 of India. 

Of tho five mines producing gold on tho Kolar Gold Field tho Ohampion 
Reef and the Ooregum mines attained vertical depths of 6,610-5 ft. and 
6,483-5 ft. respectively below field datum at the close of tho year 1927. 
There has beon a slight drop in the estimated ore reserves mainly due to 
restricted development operations, but the deepest points so far reached in- 
dicate that further exploration will probably permit an increased estimate. 
Brick and concrete-lined shafts and winzes are coming more and more into 
prominence, as thoy greatly facilitate the ventilation of the deeper levels. Rock- 
bursts still continue to give trouble, and experiments are being made to mini- 
mise their effects by substituting a more rigid form of support instead of the 
usual timberimg and waste rock filling of the excavations. Systematic building 
of granite pack-walls in slopes in the Ooregum mine and filling the bottom of 
level with mass concrete in the Champion Reef mine are being tried to prevent 
the sagging of the hanging wall, and it is hoped that the frequency of 
rockbursts will be reduced by this new method. The persistence of payable 
oreshoots in tho deeper levels is a very encouraging feature of this year's 
development work. 

Owing to the great depth of the mines and the high rock temperatures-— 
117° F. in the bottom workings — the problem of ventilation has been an ex- 
tremely difficult one. It has beon solved to some extent by sinking deep 


I The total output o! gold in India during 1927 was f8i,272'5 ozs. 
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vertical shafts and by an extensive use of largo electrically driven fans to 
help the main air car rents. 

The total ntunher of persons employed in the Kolar mines is 18,918, 


IRON. 


The production 1 of iron- ore in India has been steadily on the increase, 
in 1927 there was an increase over the previous year of 11*3 per ceo ^ 
amounting to 187, 440 tons. The figure shown against the Hayurhhan] 
Slate (692,137 tons) represents the production by the Tata Iron an^ 
Steel Co., Ltd., whilst of that recorded against Singhbhum (1,000 
037 tons) 507,580 tons were produced by the Tata Iron and Stee 
Co., Ltd., from, their Noamtmdi mine, 302,258 tons by the Beng® 
Lon Co., Ltd., from their Pansira, Ajita and Maclellan mine-, 
and 191,724 ton 3 by the Indian Iron and Steel Co., Ltd., from their mine3 a 
Gua ; the remaining 5,475 ton3 were produced by two other firms, 
output of iron-ore in Burma is by the Burma Corporation, Limited, an 
used as a flux in lead smelting. 

The output of irou and steel by the Tata Iron and Steel Co , Ltd., B * i 
Jamshedpur works again showed an increase ; the production of pig-iron ro.e 
from 609,429 tons in 1926 to 624,028 tons in 1927 and of steel (including 
steel rails) from 360,980 tons in 1926 to 414,738 tons in 1927 ; hut ttie 
production of ferro-manganese fell from 10,503 ton 3 in 1926 to 5,092 tons 
1927. The production of pig-iron by the Bengal Iron Co., Ltd., recovery 
from the low figures of 52,674 tons in 1925 and 20,050 tons in 1926 
132, 649 tons in 1927 ; theiT output of products made from this pig- ir0 ^ 
increased, however, from 44,454 tons of sleepers and chairs and 26,364 i - 0Ii= 
of pipes and other castings in 1926 to 61,494 tons and 26,431 tons respective- 
ly ' m 162, . There was a large increase in the production of pig-iron by 
Indian Iron and Steel Co., Ltd., from 253, 431 tons in 1926 to 363,516 tons 
in 1927. 



* imJUUUMJU VU t OA 10113 j ill Irllo J 

the output of pig-iron amounted to 19,858 tons against 19,523 tons in 19'" ' 
The number of indigenous furnaces that were at work in the . 

Provinces during the year 1927 for the purpose of smelting iron-ore ^ ^ 
less than in the previous year •, 95 furnaces were operating in the Bils-'P . 
district, 48 in Raipur, 47 in Mandla, 11 in Drug, 3 in Sangor and onei 
dubhulpore, making 206 in all. 

"P* ere ^as a further increase in the production of pig-iron in India f r °^ 
tons in 1226 to 1, 140, 051 tons, whilst the quantity exported 

1 The production of iton-oro \ n i n dia during 1927 was 1,846, 735 tens. 
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from 309, 505 tons in 1926-27 to 303, 249 tons in 1927-28. Japan was tho 
principal consumer of Indian pig iron in 1927-28 nearly 69 per cent of the 
total exports going to that couutry. There was a very slight rise in tho 
export value, which was Rs. 45-1 (£3.37) per ton in 1926-27 and Rs, 4 5'4 
(£3-39) in the following year. 

The Steel Industry (Protection) Act, 1924 — Act No. XIV of 1924 — 
authorised, to companies employing Indians, bounties, which were granted 
upon rails and fishplates wholly manufactured in British India from materi- 
al wholly or mainly produced from Indian iron-ore and complying with 
specifications approved by the Railway Board, and upon iron or steel 
railway wagons a substantial portion of the component parts of which 
had been manufactured in British India. This Act was repealed by the 
Act No. Ill of 1927 and consequently the payment of bounties ceased 
on the 31st March, 1927, but the Industry is protected to a certain extent 
by varying tariffs on different classes of imported steel. 

JADEITE. 

The fall in the output of jadeite, which commenced after the year 1922, 
has now ceased, and the output, which in 1926 amounted to only 1,203-9 
cwts valued at Rs. 2,34,456 (£17,497) increased in 1927 to 2,227 cwts. 
valued at Rs. 2,39,064 (£17,841). The output figures are liable to be incom- 
plete, and a more correct idea of tbe extent of the Burmese jadeite industry 
is sometimes obtainable from the export figures. Exports by sea fell slight- 
ly from 2,139 cwts. valued at Rs. 4,70,225 (£35,091) in 1926-27 to 1,961 
cwts. valued at Rs. 3,02,440 (£22,570). The shipments were made entirely 
from Burma. These figures exclude exports by laud across the frontier to 
foreign countries as the registration of the Land Frontier Trade of Burma 
has been discontinued. The average exports for the past four years have 
amounted to a little less than half the average figures for tho previous three 
quinquennial periods (4,660 cwts annually). 

LEAD, 

Corresponding to an increase in the production of lead-ore at the Bawd- 
win mine3 of Burma, the total amount of metal extracted increased from 
54,330 tons of lead including 1,057 tons of antimonial lead, valued at 
Rs, 2,25,94,634 ( £1,680,107 ) in 1926, to 65,967 tons of lead including 
503 tons of antimonial lead, valued at Rs. 2,20,27,742 ( £1,643,861 ) 
in 1927. The quantity of silver extracted “from Bawdwin ores also 
increased from 5,103,646 ozs. valued at Rs. 88,49.722 ( £660,427 ) 
in 1926 to 6,004,437 ozs, valued at Rs. 04,67, 10C ( £706,507 ) in 
1927. The value of both lead and silver fell respectively from Rs. 415-8 
(£31-0) per ton and Rs. 1-11-9 (31-064.) per oz. in 1926 to Rs. 333-9 (£24-9) 
per ton and R 3 , 1-9-3 (28-244.) per oz, in tho year under review. 
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MAGNESITE. 

In 1926 the total Indian magnesite production was tho highest yet 
recorded, namoly, 30,461 tons valued at Rs. 3,54,355 (£26,444). In 1927 the 
production fell seriously to 19,638 tons valued at Rs. 2,29,338 ( £17,115). 
The output for 1927 i 3 , however, about the same as tho average for the three 
years 1921 to 1923, 


MANGANESE. 


A rise in the output of manganese-ore in India has again to bo recorded, 
tho total for 1926, 1,014,928 tons, valued at £2,590,357 f.o.b. Indian ports, 
rising to 1,129,353 tons, valued at £2,844,237 f.o.b. Indian ports during the 
year uudor consideration. Tho figures for output in 1926 and 1927 are tho 
highest yet recorded and oxceed that for 1907, when 902,291 tons wero raised. 
It will bo noticed that concurrently with a rise in output there was, also, in 
contrast to the change recorded in the previous year, a rise in value, the total 
value for 1927 being £253,880 greater than that for 1926. In 1924 first- 
grade ore c.i.f. United Kingdom ports fetched an average prico of 22 - 94 p er 
unit 5 in 1925 this price fell to 21-54. and in 1926 to 184. During 1927 the 
price fell from 19-94. iu Januuary to 16*5(1. in September and recovered to 
174, in December, the average for the year being againl84. Consequently the 
increase in total value is proportionate to the increase in total quantity. 
fall in prico was anticipated in view of the agreement, two or three years ago, 
between an American group of financiers and the Soviet Government for the 
development on modern linos of tho manganese-ores of tho Caucasus ; the 
oxtent to which meanwhile such developments have actually taken place is not 
known, but from 1925 onwards there has been a large increase in the total 
output of Russia and Georgia, but only to figures that obtained before the 
war. i Celtics over the carrying out of the concession appear to have been 
requen , an it ia now reported that the group in question have decided to 
,, f n °.!?_ 6 concession. There appears to be no reason for supposing that 

is wi pro nee any serious effect upon the market for manganese-oie. 


, t0 fche iom manganese-producing areas, India, Georgia 

., 1 “ SBla )> Brazil and the Gold Coast, a further source at Postmosburg i° 

thp rip ^ *"“ 0 ^ a P e Province is promising; tbe grade is high and 

compounds 3 CXtenslv °’ ths onl ? drawback being the presence of aluminous 


Central Pt'orinLa” ^ out ’l lut is shared by all provinces except t: 

Qangpur State in Vn districi;s > the only decreases being 

in the Central p • * ^ Iassa at! d the Bkandara and Balaghat distric 
the output from ^Z mces a * a * he Hilary district in Madras. In the case 
Bingbblitun T ^ r * 9Sa su bsfcanfcial increases occurred in Keonjh 

increase to Presid ^y the Punch Mahals showed 

to nearly 79,000 tons, the highest figure hitherto record* 
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Ohota Udaipur and Belgaum show small increases, whilst the initial produc- 
tion recorded from North Kanarain 192G was double. After a break of sever- 
al years Jhabua State in Central India has resumed production in 1924; it 
shows a third substantial increase amounting to 2,541 tons in the year under 
review. The most important Indian manganeso area, namely the Central 
Provinces, shows however, a decrease of sorno 17,500 tons in 1927 as con- 
trasted with an increase of over 139,000 tons in 1926, the decreases in 
Balaghat and Bhandara being only partly balanced by the incrcaso in the 
Nagpur district. In Madras the output of Sandur State increased by over 
60,000 tons to 138,196 tons, the previous highest production being 97,091 
tons in 1907. There is also a substantial increase in Vizagapatam and a 
small decrease in Bellary. Mysore shows a small total increase in output 
shared by the three producing districts. 

The exports of manganese-ore, which fell in 1926 by 125,300 tons, in- 
creased in 1927 by 230,000 tons to 843,821 tons. The highest export 
recorded was 862,777 tons in 1922- There is a steady consumption of 
manganese-ore at the works of the three principal Indian iron and steel 
companies, not ODly for use in tho steel furnaces of the Tata Iron and Steel 
Company, and tho manufacture of ferromanganese, but also for addition 
to tho blastfurnace charge in tho manufacture of pig-iron. The consumption 
of manganese-ore by tho industry in 1927 was 39,065 tons, some 2,000 tons 
less than in the previous year. 

Of the manganese-ore exported from British Indian ports (excluding the 
Portuguese port of Mormugao) during 1926 and 1927, the amount absorbed 
by the United Kingdom 1 in 1927 was nearly three times what it was in 1926; 
the United Kingdom has recovered her position as the chiof importer of 
Indian manganese-oro. The quantity exported to Belgium fell by 11,500 tons? 
but ovon so this country is not far behind Britain. Prance maintained her 
previous figure ; small declines in the cases of Holland and Italy wore amply 
balanced by a largo increase on the part of tho United States and smaller in- 
creases by Germany and Japan. 

MICA. 

There was a small increase in tho declared production of mica from 
41,924 cwts. valued at Rs. 22,19,367 (£165,624) in 1926 to 42,614 cwts. 
valued at Rs. 24,52,035 (£182,989) in 1927. As has been frequently pointed 
out, the output figures are incomplete, aud a more accurate idea of tbo size of 
tho industry is to bo obtained from the oxport figures. In both the years 
1926 aud 1927 tho quantity exported was roughly double tho reported pro- 
duction, Tho United States of America and the United Kingdom, which are 


1 Exports of manganese- ore from India to the United Kingdom in 1927 
amounted to 211,401 tons. 


APPENDIX 


120 


tlie principal importers of Indian mica, absorbed 52 per cent and 35 per 
cent respectively of tbo total quantity exported during 1020 and 23-7 per 
cent and 49<4 per cent respectively during 1927. Daring this latter year 
Germany took 14-2 per cent of tbo quantity exported. Tbo average value of 
tbe mica exported fell slightly from Its. 122 (£0-1) por owl. in 1926 to Bs. 
119*5 (£8-9) per ewt. in 1927. 

Tbo difference between exports aud production is generally attributed 
to tbeft from tbo mines and early in 1928 a bill was introduced into tbo 
Legislative Council of Bibar and Orissa, tbo purpose of which was to at- 
tempt to Tcduco tbo losses on this account by licensing miners and dealers. 
Tbe bill was, however, rojected. 


MONAZITE 

The monazlto industry of Travancore, which was almost dead in tb® 
year 1925, when tbo reported production was 1 cwt, only, showed signs of 
revival in 1926, tbo output amounting to C4'2 tons valued at £ 947. This 
revival continued in 1927, when tbe output increased to 280 tons valued at 
£ 3,810. The declino of tbo industry is of course due to the supplanting of 
incandescent mantles for gas ligh'ing by electricity. It is hoped that 
i’menite collected with tbo monazitc and hitherto regarded as a by-product 
may ba the means of reviving the whole industry. Titania forms a valuable 
white paint superior to white lead in being non-poisonons and in possessive 
twice the covering power. 


NICKEL 

Asa by-product in the smelting operations of tbo Burma Corporation 
Limited, at Namtu, in the Northern Shan Stales, thero is now a regular 
production of nickel spiess, which is exported to Hamburg for further treat- 
ment. Figures of production have not been received. The first sales, which 
occurred during 1927, were of 814 tons averaging 24 per cent of nickel and 
valued at Bs. 1,34,978 (£10,073). Sncb speiss contains, in addition, some 
10 per cent of copper and 30 ozs. of silver to the ton. 


PETKOLEUM 

The world’s production of petroleum in 1926 amounted to a little over 

151| million tons, of which India contributed 0-79 per cent. 3b 1927 the 
world’s production jumped to some 171 million tons, of which tbo India® 

proportion on a practically stationary production fell to 0-72 per cent, 
a is now eleventh on the list of petroleum producing countries, having 
? dUri ” 8 1927 by Col * mbi * wd Argentina. In the pre*o»s 
moaZ t? ™ drWn t0 fcLo 6fiect Prices of the greatly increased 
petroleum^. ru° States aud of tbe expansion in the output of hgh 

3b 1927 *,^ g. l , a .. e3 ^ cracking and from easing-head source:. 

8 1 1 lower in India at the same lime as large supplies 0 
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kerosene from Georgia and Russia mado their appearance on tho Indian 
market* 

As remarked before, petroleum statistics prove tbnl it is becoming moro 
and more difficult to maintain the output of India (including Burma) at* 
the high levels it roached in 1919 and 1921, when poak productions of well 
ovor 3051,- million gallons were reached. During the year under considera- 
tion, the total production amounted to a little ovor 281 million gallons 
against less than 280b million gallons in 1926 and a little ovor 2891, million 
gallons in 1925. Although, therefore, this year there has not been an 
actual decrease, this can only bo regarded as an arrest in tho decline that has 
set in, and which, with possible interruptions, is likely to continue slowly and 
steadily during tho present generation, nnloS3 a now field of importance is 
discovered. The chances of the latter recedo year by year as exhaustive 
geological research continues to prove fruitless. A conservative policy 
rather thanono of intensivo development seems indicated especially in 
view of the national importauco of this mineral asset. In contrast with 
the almost stationary figure of output in 1926 and 1927, tho value of the oil 
produced fell enormously from ovor 7 millions sterling in 1926 to lesB than 
4 V millions sterling in 1927. 

As before, the Yonangyanng field of Upper Burma bIiows a decidod 
decrease in output. In 1924 it succeeded in showing an incroaso of nearly 
6^ million gallons, bat this temporary arreBt in the decline was more than 
balanced by the drop in 1925 of over 21b million gallons; in 1926 the drop 
amounted to 14^ million gallons, and in 1927 to 8^ million gollons. It is 
interesting to note that the production in Yenangpaung still includes oil 
derived from tho old Burmese hand-dug wells. 

It is now seldom that a new well strikes a yield of ovor 100 barrels per 
initial 24 hours. The utilization of the shallow oil-sands of this Gold, which 
were shut off during tho competitive rnsh for the richer deep sands, continues ; 
many remunerative wells arc now being worked from two shallow zones, one at 
about 350 feet and the other at about 650 feet, and the production from 
shallow wells during 1927 amounted, in fact, to nearly 14 per cent of the total 
production from the field. In spite of the fact that the fall in the yield of 
these wells is unexpectedly gradual, tho effect in delaying the decline of the 
field may be looked upon as but temporary. The average daily yield of these 
shallow wells is about 2 barrels. The electrification of the field which 
reached its limit of practicability in 1924, has added and is adding an appre- 
ciable contribution to tho production figure, owing to tho saving of a 
considerable quantity of crude oil formerly used as fuel beneath rig boilers. 

Of tho companies operating in this small field the Burmah Oil Company 
produce about four-fifths of the total output. Of undrilled portions of the 
Yenangyaung Bold tho northern areas are showing more promise than the 
southern. There is now good reason to believe that as the depth increases 
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tho dost of tho antiolino recedes more and more to llio ca3t ; tliis mean3 that 
the producing limits of oil pools will bo found furlhor and furtbor eastwards 
as greater depths arc attained. Deep tost wells arc being pul down to 
prove this. 

The place of Yenangyaung is being steadily takon by the Singu field 
which will soon usurp tho premier position so far held by the older Cold. 
Singu, tho greater part of which is iu the hands of tho Burmah Oil Company, 
is used to make good the deficiencies of Yenangyaung, in order to maintain 
supplies to the refinery, Iu 1027 Singu produced nearly 3 million gallons 
more than it did in 1926, but this was not onoagh to counterbalance tho 
decreaso in tho older field, Many wells arc producing from the 3,000 foot 
sand and initial yields of 500 barrels and over are not uncommon. Progress 
m tho electrification of tho Singu field has been made by tho completion of 
tho transmission lino from Yenangyaung. 


Yenaugyat field has now reduced itself to tho status of tho Upper 
Ohindwin field and is out-classed by Minim. Some deep tests arc now being 
sunk in this field in the hope of reviving production. A scliemo by which 
the sandbank stretching southwards from the wells at Lanywa into the river 
Irrawaddy is to bo protected by a revetted embankment is being carried out 
rad has enabled a number of wolls to bo drilled by tho Indo-Burma 
Petroleum Company on the sandbank. Strictly speaking, tho area belongs 
o the Singu dome area, but for convenience of administration it will ho 
looked upon officially as part of tho Yenaugyat field. 

a decline asT 10 * ^-hayctmyo shows a small rocovoTy instead of 

^ “-^OMadwu,. The increase in Upper Ohind- 
maual floods ° ° ° sonons infc orforenco with operations duo to phono* 

wWle the Aral- n « r dUCti ° n fC ° m M “ bn increased by 066,530 gallons, 
1° th6 Arakan fi6lds mai ^aiu their usual small output. 

decrease in nnfnlf ^ Urma . va ^ oy the Badarpur field again showed a 
exhaustion of the ' V T” 1 miUion S a Hons. This decrease is duo to partial 

initial production Tom St!? 8 ^7 t0 * ]MS drillb S- Thcre wttS a sma11 

Assam, on the other Wa «. ™^ Ur ’ . also ln tlw Surma valley. In Uppe r 
amounting to nearly la I3lSb , 01 fiold atowed increase in production, 
been put in hand and ,°, n gnlonSl Extensions to the refinery have 

from this field may be anti°" are complete, a large increase in output 
°f the Assam Oil n„ m cl Pated. The results of tho prospecting operations 
vet y ^ Burragolai have been 

the quantity wag n L . ° 9g 01 ^ wa3 obtained in tho Burragolai well; 

^ 0t SUffiG1Cnt he of commercial value. 

* eacfe , i or th^Titnutfl pr ,t :la ? ti0n moro satisfactory than for some 
during 1927. m tha field rose by nearly 41 million gallons 
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•There was a marked rise in the imports of kerosene dne to small in- 
creases in supplies from the United States, the Straits Settlements (including 
Labuan), and Borneo, reinforced by 12^ million gallons from Georgia and 
Russia, from which the imports in 1926 were nil. 

The quantity of fuel oil imported into India during 1926 was 
nearly 0 million gallons more than that received during the previous year, 
the total imports reaching 100 million gallons. Over three-quarters of the 
supply was derived from Persia, and the greater part of the rest from Borneo. 

The export 1 of paraffin wax increased to the extent of some 7,000 tons 
during 1927. 


RUBY, SAPPHIRE AND SPINEL. 

A severe decline'' in the output from the Mogok ruby mines of Upper 
Burma in 1924, followed in 1925 by a marked drop in value, bore witness to 
a serious decline in the industry. The Burma Ruby Mines, Limited, 
ultimately decided to go into liquidation and the mines were offered for sale 
in September, 1920. The skeleton organisation left in charge of the mines 
has, however, made good use of its opportunities, with the result that the 
value of the output in 1926 exceeded that of the previous year by over a lakh 
of rupees. This encouraging result was effected by rigorous economy and 
an extension of a system of co-operation with local miners, and was assisted 
by some good finds of sapphires in the Kyanngdwin mine (the only one still 
worked by European methods). 

During 1927, however, production fell in 'value by over 1| lakhs of 
rupees, due mainly to a decrease in tho value of tho sapphires ( and spinels ) 
produced, there being a slight increase in the value of the rubies won. 

There was a reported production in Kashmir of 1.6 cwts. in 1926 and 
11 cwts. in 1927 of “ corundum with sapphire patches ”, The value was 
not stated. 


SALT 

There was a small decrease in the total output 2 of salt amounting to 
26,804 tons, all provinces and states contributing to this decrease except 
Madras, which showed an increase of 61,255 tons, Gwalior with a small 
increase, and Kashmir with a stationary output of 1 ton ! 

The total output of rock-salt increased by 24,077 tons. 

There was a considerable increase, amounting to 121,898 tons in the 
imports of salt, for which the United Kingdom, Spain, Egypt and Italian 


1 Exports of paraffin wax in 1927 amounted to 47,700 tons. 

The total production of salt in India during 1927 was 1,611,945 tons. 
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East Africa were cMefly responsible. The receipts from Germany also 
increased, while imports from Aden showed a small decrease. 

SALTPETRE. 

Although statistics of production of saltpetre in India are no longer 
available, the export figures may be accepted as a fairly reliable index to the 
general state of the industry. Excepting a few hundreds of tons required for 
internal consumption as fertilizer, almost the whole of the output is exported 
to foreign countries. The quantity exported in 1027 amounted to 123,018 
cwts. valued at Rs. 15,22,666 (£113,632) against 98,830 cwts. valued at 
Es. 13,24,540 ( £98,846) in 1926. 

A certain amount of nitrate of potash is used for agricultural purposes 
on the tea gardens of India, Daring the War when it was impossible to 
obtain supplies of imported potash the amount of locally produced nitrate 
utilized in this way reached an appreciable figure. The practice continued 
aud the quantities estimated to have been absorbed for fertilising purposes on 
tea gardens in 1923, 1924, 1925 and 1926 were 1,000, 1,100, 800 and 700 
tons respectively. In 1927 this figure is estimated to have been 500 tons. 
The decrease during the last three years is due to the fact that it is found 
cheaper to employ a mixture of imported sulphate of ammonia and muriate 
of potash. 


SILVER. 

Tho production of silver from the Bawdwin mines of Upper Burma, 
increased from. 5,103,646 ozs. valued at Es. 88, 49,722 (£660, 427 ) in l 9 * 6 
to 6,004,437 ozs. valued at Es. 94,07,196 ( £706,507 ) in 1927. The output 
of silver obtained as a bye-produet from the Kolar gold mines of Mysore 
decreased to the extent of 2,163 ozs. 


TIN. 

In contrast to the considerable increase recorded in the previous Review 
here was a small decrease in the production of tin-ore in Burma from 3,548 
Es. 61,01,858 (£455,362) in 1926 to 3,495 tons valued at 
66 i,l < ,73 ( £493,864) in 1927. This decreaso was due to decreases »» 
tto output of Tavoy and tho Southern Shan States partly balanced by » 
r e^dciabh increase in the output of Mergni. Dredging nod 
di=trief a C or tin-ore are on tho increase in both 'Tavoy and Merg 01 
be ant;™? 5 ! i rC? '° t teat increases in the output of both districts «»? 
from th J vr t • ^. C °ntpnt of mixed cassiterito-wolfram concentrate 3 
eomnositi^^ ™ tbs SontllcTO Shan States was 1,466 tons. ^ 
cent c&3»Ur*rH ^concentrates is usually 43 per cent wolfram to 57 P cr 

r.«*uTa 5 l~tc ~ ^ *° r tb ° Purpose of this review 836 tons have been 

euipui ot h] ^ k ihe remainder wolfram. There is no recorded 
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Imports of unwrought tin increased from 51,103 cwts. valued at Rs. 
94,72,957 (£700,937) in 1926 to 60,589 cwts. valued at Rs. 1,10,72,352 
(£871,071) in 1927; 98 per cont of these imports came from tho Straits 
Settlements. Worught tin to the extent of 441 cwts. valued at Es. 57,759 
(£4,310) wa 3 also imported into India during tho yoar under review. 

TUNGSTEN. 

During 1927 the output of wolfram decreased by some 324 tons to 1,160 
tons, the decrease being shared by tho three producing areas. Figures of 
export of wolfram from Burma are published annually, but from internal 
evidence it seom 3 likely that they include the mixed tin-tungsten concentrates 
of tho Southern Shan States; they are, therefore, not repeated here. 

ZINC. 

The production of zinc concentrates by the Burma Corporation, Ltd., in 
the Northern Shan States amounted to 58,286 tons valued at Rs. 73,19,468 
(£546,229) in 1927 against 48,834 tons valued at Rs,63,24,49l (£471,977) 
in 1926. The export during the year under review amounted to 67,135 tons 
valued at Rs. 70,06,018 (£522,737) against 43,056 tons valued at Es. 43,03,- 
775 (£321,177) in tho preceding year. 

ALUM 

The output during the year under review, of alum in the Mianwali 
district, Punjab amounted to 1,419 cwts. valued at Es.23,160 (£1,728) 
against 2,647 cwts. valued at Rs. 50,400 (£3,761) in 1926. 

AMBER. 

% 

The production of amber in the Myitkyina district, Burma, rose from 
39*5 cwts. valued at Rs. 21,420 (£1,599) in 1926 to 70'6 cwts. valued at Rs. 
27,180 (£2,082) in 1927. 

APATITE. 

Thero was a further decrease in the production of apatite in the Singh - 
bhum district, Bihar and Orissa, which amounted to 603 tons valued at Rs. 
10,045 (£750) against 718 tons valued at Rs. 10,770 (,£804) in 1926. 

ASBESTOS. 

Of the total production of 67*7 tons of asbestos, valued at Rs.13,554 
(£1,011), 40 tons wore produced in the Seraikela State of Bihar and Orissa, 
22 tons in the Cuddapah district, Madras, and 5-7 tons in Ajmer-Merwara, 
Rajputana. 

BARYTES. 

The output of barytes fell from 2,311 tons valued at Rs.9,244 (£690) 
in 1926 to 1,719 tons valued at Rs.9,890 (£738) in 1927. Of this 851 tons 
were produced from the Kurnool district of Madras and 868 tons from the 
Alwar State of Rajputana. . : 
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BAUXITE, 

There was ag tin a small decrease iu the total production of bauxite, which 
fell from 4,956 tons valued at Rs. 30,768 (£2,744) in 1926 to 4, 310 tons 
valued at Rs. 28,240 (£2,107) in 1927. Of this 3,345 tons were produced in 
the Kaira district of Bombay and 905 tons in Jubbnlporo district of the 
Central Provinces. 


BERYL. 

No output of beryl was reported during the year under review. 

BISMUTH. 

During 1927, 48 ibs. of native bismuth valued at Rs. 128 (£10) were 
produced in the Tavoy district. The only previous recorded production of 
this metal was of 0.71 cwt. valued at Rs. 240 (£17) from the same district 
in 1924. 


oUKAX. 

. Boms 13 Produeoi from the Puga valley in the Ladakh tahsil of Kash- 
mir State. The production in 1927 was 3-0 cwts. valued at Rs. 20 (£1-5). 

building materials and road-metal. 

_ The total estimated value of building materials and road-metal produc- 
r .™ 0 year under consideration was Rs. 1,22,50,103 (£914,187). Certain 

certain feot W boen converted into tons on the basis of 

of 3 249 87 v” 1 " vo3ame and weight. The total production 

tons of dolomite produced hTthToa ' ^ V™*™* 0 * ° f 59, S 
foruseasflaxintheiro.n a ! , ^ Stafe > Bihar ^ Orissa, mainly 
dolomite in Ganamir o ^ atee ‘ lndnslr 7. This decreased production o 

gressive ^ (135 ' 424 t0as > is ^ t0 ^ ^ 

P ement by limestone as a dux in the iron and steel industry. 

clays, 

192,838 tons vduedTfcr? 6 ^ recorded production of clay, which fell fr°® 
■* *■ C “ 2 ' 8 °0 “ 

m, . . COPPERAS. 

14-0 cwts. vainer af Ladakb -' Kashmir State, fell from 

(£1) in 1927, * in ^926 to 8 cwts. valued at Rs* * 


The total • C0R ^DUM. 

®’°^( £ 598). Ot this i**^ coni uduin emounted to 65 tons valued at 
^°utral Provinces 5 ?! prodttced { rom the Bhandara distri- 

0ns from the Salem district in Madras, 
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FULLER’S EARTH. 

The reported production of fullor’s earth fell from 3,456 tons in 1026 to 
2,718 tons in 1927. Mysore is chiefly responsible for the decreased figure, 
but its returns tiro not always trustworthy owing to tho illiteracy of the 
workers. Biknnir showed a considerable ineroaEo and Jodhpur a small 
decrease, 

GYPSUM. 

There was a slight increaso in tho output of gypsum from 31,473 tons 
valued at Rs. 79,447 (£5,929) in 1926 to 38,103 tons valued at Rs. 89,809 
(£6,702) in 1927. Tho effect of gypsum in small quantities upon crops — a 
common application is 2 rnaunds to tho ncre — is said to bo remarkable, and 
its usefulness to tho monsoon crops of South Bihar has beon experimentally 
demonstrated. Tho Department of Agriculture, Bihar and Orissa, is import- 
ing annually for this purposo gypsum from Jamsar in Biknnir. This ex- 
perimental work may, therefore, ultimately result in a demand from agricul- 
tural districts for gypsum. 

ILMENITE. 

There was a very largo increase in tho production of ilmenite in the 
Travancore State, which amounted to 17,809 tons valued at £33,443 in 1927 
against 4,236-3 tons valued at £7,587 in 1926. This mineral is collected 
with the monazite sands and, up to a few years ago, was looked upon as a 
bye-product of the monazite industry. The increasing domand for the 
titania in the ilmenite is causing a resuscitation of the monazite industry, 
which had been adversely affoetod by the increased use of electricity for 
lighting purposes. 


OOHRE. 

There was a large increase in the production of ochre, which amounted to 
3,472 tons valued at Rs. 27,477 (£2,051) against 1,872 tons valued at Rs. 30,177 
(£2,252) in 1926. This increase is chiefly due to an output of 704 toDS from 
the Jubbulpore district, Central Provinces, and of 697 tons from tho Banda 
district, United Provinces, from both of which there was no production in 
the previous year. 


REFRACTORY MATERIALS. 

Besides the production of 05 tons of corundum there was an output 
entirely from Singhbhum of 425 tons of quartzite valued at Rs. 2,125 (£159) 
and of 4,425 tons of kyanito valued at Rs. 25,009 (£1,866), of which 3,665 
tons were produced from the Lapso Hill mines in Kharsawan Stato. Tho 
total production of quartzite and kyanite amounted to 4,850 tons valued 
at Rs. 27,134 (£2,025) against 1,976 tons in 1926 valued at Rs. 21,755 
(£1,624). 
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SERPENTINE. 

No production of Eerpentino in llio Skardu talisil, Kashmir State, was 
recorded daring the year. 

SODA. 

The production of soda in the Ladakh taksil, Kashmir, fell from 20 tons 
valued at Rs. 733 (£35) in 1926 to 11 tons valued at Us. 400 (£30) in 1927. 
Salt, consisting for tko greater part of sodium enrbonate, sodium bicarbonato 
and sodium chloride, is obtained by evaporation from the -waters of the 
Lonar lake in the Buldana district of the Central Provinces. It is known 
under the general name of tronci or to-ao, for which there is no suitahlo equi- 
valent in English. The total amount of trona extracted in 1926 was 100 tons, 
the value of which was estimated at Rs. 3,000 (£224), but in 1927 there was 
no production, as the company working the concession has gono into liquida- 
tion. There was also a production of 1-8 tons of crude eoda ( rasi ) valued at 
Rs, 49 (£3) in Datia State, Central India. 

STEATITE. 

Daring 1927 there was a great fall in the total Indian output of 
steatite due mainly to large decreases in the reported production of Singh- 
bhum in Bihar and Orissa and Jaipur State in Rajputana. 


ZIRCON. 

Concurrently with largo increases in the output of monazite and ilmenite 
in Travancote Stato m 1927, there was a largo increase in the production of 
zircon in the same State, from 532 tons valued at £2,987 in 1926 to 1,465 
toiw valued at £8,129 in 1927. 


11 


Indian Mineral Production in 1927. 

The following statement showing the total value of minerals for whic 
in fwk° f pToduc ^ on are available for the year 1926 and 1927 is publish 
pL™ nt -°“ he 3Iinelal PtodnoUo11 °* India during 1927, by Mr. L. I 
® clatln £ Director, Geological Survey of India. It will bo sac 
,, a decrease of over £2,899,000 or about 11*2 per centi 

o va ue 0 the total production as compared with that of 1926. An inereas 

outnni Ca ^° m Va T* 3 f° e3 aPwa ys correspond to a similar variation i 
state £ aaano > erefore, be regarded as an infallible indication of th 
fimnre- nr ^ F F’ state3 Director. It must be understood that th 
reduced ontw- ^ and that a decrease does not necessarily menu 

lead and cU ° r a V ln ° industry. Eor instance, in the cases of coa 

figures arc aiw’ pT , odao ‘ ion increased substantially and the reduced vain 
dSrieT 5 , r o w 0 I ? ? mMkct prico - Practically the whole of th 
output, tic quauUtv’ef 10 u° F cn °rmou5 fall in the valuo of the petroleun 

- x Nvhlc h increased slightly. 
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Coal Production. 

The total production in 1927 amounted to 22,082,000 tons, which is 
1,080,000 tons or 5-2 per cent more than that in 1020 hut still hall a million 
tons less than the record output of 1919. To this may be added about 
■142,000 tons estimated to have been taken out from the mines by minors 
for their own use. The total production in 1927 would thus como 
to about 22,524,000 tons, hut for purposes of comparison the figure 
22, 082,000 tons should be adopted. Thoro was an increase in the output of 
coal iu 1927 , iu all the provinces except the Punjab, Baluchistan and 
It a j put ana (Bikaner Stato). In Bengal and Bihar and Orissa the increases were 
mainly in the Banigauj, Jherria, Karanpura, Bokaro and Giridih fields. The 
Talchcr Goal-field in Bihar and Orissa during the year under review turned 
out 23,300 tons of coal. The Karanpura coal-field iu Bihar and Orissa p* 3 * 
duced 202,000 tons of coal in 1927 against 123,900 tons in 1920. 

Coal-fields. 

The coal-fields which have been worked in recont years aro cla! sided 
below, with the quantity produced iu 1927, according as they belong geologi- 
cally to the Gondwana system of strata, obictly composed of sandstones and 
I^ 3 dyP ° Sited ' in frcah wator aBd b y rivers, or to Tertiary (or Cretaceous) 

gondwana Coal-Fields— 

Bengal and 1} that and Orissa- 

Daltongauj 
Giridhih . 

Hutar 
Jherria 
Jain tv 
Bokaro 
Karanpura 
Bajmahal Bilk 
Ramgarh 
Ranigauj 

Sambnlpur (Rampur) 

Talchcr 

Central Lidin 

Bmaria (Rowak) 
bolmgpur (Ucwak) 


1927 

Per cent 

tons 

of total 

855,253 

3-87 

709 

, « 

10,583,487 

47-93 

50,724 

0-20 

1,790,594 

8-11 

262,014 

1-19 

1,488 

o-oi 

340 

, . 

0,472,030 

29-31 

20,895 

0 12 

23,316 

o-io 

135,120 

0-61 

82,541 

0-37 



132 


APPENDIX. 


trailer review, the value per ton at pit’s month for India as a whole falling 
from Es. 4-13 to Es. 4-5. The poorer grade3 became almost unsaleable 
except in the form of soft coke, and many more mines were compelled to 
ccr.se production. 1 The table below compares the average value at pit s 
month of Indian coal with the declared export value per ton in each of the 
last five years. The declared export value is now nearly three times the 

valuo at the pit’s month. The total estimated value at pit’s month' of (he 

output in 1927 was Es, 9,49 lakhs, as compared with Es. 10,13 lakhs, (ho 
estimate for 1926. 


Average value of coal 



Declared 

Value at the 


export value 

pit’s month 


per ton 

per ton 


Es. A. 

Es. A. 

1923 

17 2 

7 7 

1924 

16 9 

7 1 

1925 

15 0 

6 1 

1926 

12 14 

4 13 

1927 

. 12 2 

4 5 

1923-27 (average) . 

. 14 12 

5 15 


“With the above aveTago valuo may be compared the valnes at the pH a 
mouth of coal in foreign countries, as shown below (the figures represent the 
average of the latest five years for which quotations are available.) 


Great Britain 
Australia . , . 

Japan . 

United States of Anioriea 
India . 

South Africa , 


Es. A. 

12 8(a) 
11 15 (b) 
9 10 (a) 
9 9 (J) 
5 15 (a) 
4 9(J) 


It must bo borne in mind that this value is affected by many factors, 

such as the quality of tlis coal raisod, Us accessibility, the machinery in use, 
ncarne=, to the surface, etc., besides the differences in the cost of labour and 
rnn.port. In India a largo percentage of the coal which is now being 
worked is comparatively near the surface and labour comparatively cheap. 
< mn coal, therefore, has a lower valuo at the pit’s mouth than tho coal of 
other country except South Africa. 


* BeTwl thc Ch5cI Inspector of Mines in India, 1927. 

?) tZT lUc f>V6 7ears cndln S W2T - 

.-ears ending 1920, later quotations not being available- 
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Freights. 

Iu order to arrive at comparative prices of Bengal coal in the principal 
centres of industry in India, tho freight has to be added to the f.o.r. prices. 
The table below shows the ratos of freight (including terminal charges) 
per ton of coal by rail for full wagon loads at owners’ risk ( owners to load 
and unload ) from the Raniganj and Jherria fields in 1927 : — 

From Raniganj From Jherria 


To Calcutta 


Rs. A. 

3 6 • 

Rs. 

A 

A. 

9 

„ Oawnpore 

• 

7 10 

7 

3 

„ Jubbulpore 

• 

8 2 

8 

8 

,, Delhi 

• 

9 14 

9 

7 

„ Lahore Cantonment 

. 12 7 

12 

0 

,, Bombay . 


. 13 12 

13 

12 

„ Karachi . 

• 

. 16 4 

16 

13 


Tho average monthly rate3 of froight por ton of coal by sea from 
Calcutta during 1927 wore as stated below : — 


1927 

To Bom- 

To 

To 

To - 

To 


bay 

Madras 

Rangoon 

Karaoh i 

Colombo 


Rs. A. Rs. A. Rs. A. Rs. A. Rs. A. Rs. A. 
January . 8860 5 0847070 

February . 10 80400 10 07078 

Marc h . 10 8700 12 10 08080 

A P r il . 90 0 45 12 887078 

Mn 7- . 8858 5480G808 

June- . 88585080G868 

Jn l3’. . 80504 12 7 12 6864 

Au g«st . 80 5 0487 12 0404 

Boptcmbcr . 804 12 4 12 7 12 0008 

Octobor . 7 12 4440780004 

November . 08403 12 085458 

December . G03S34605050 
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Persons employed in the Coal-mining Industry. 

Table below shows the total average number of men, women, and children 
employed daily in the coal mines in India. This number represents the 
“average daily attendance” throughout the year, and is obtained by dividing 
the total number of individual attendance by the number of working days in 
each yeat. Coal-mining employs more labour than any other mining industry 
in India. In 1927, 180,532 persons were employed daily as against 185,749 
in 1920, ,a decrease of 5,217 persons or 2'8 per cent. Details for the provinces 
for 1927 are given below : — 


Province 

Men 

Women 

Children 

Total 

Per cent 
of total 

Output 
per head 
employed 







Tons 

Bihar and Orissa 

70,652 

32,541 

3 

109,196 

60-5 

133-0 

Bengal . 

31,478 

12,796 


44,274 

24-6 

125-5 

Hyderabad 

(«) 

(«) 

(«) 

11,464 

6’4 

61-7 

Ccutral Provinces 

4,880 

1,673 


6,553 

3-6 

101-8 

Assam • 

3,613 

410 

0 

4^034 

2-2 

80-2 

Central India . 

2,171 

882 

206 

3,259 

1-8 

66-8 

Punjab . 

3,221 

39 


1,260 

0-7 

49-8 

Baluchistan (in- 

333 

.. 

. 

323 

0-2 

44-7 

eluding Kalat 







State). 




* 



Rajputana 

186 

11 

22 

169 

O' L 

102-7 

(Bikaner). 








(*) 

<*) 

(l) 




Total 

120,474 

48,358 

236 

180,532 

100 

122-3 


The labour employed showed an increase of 776 persons in the Bengal 

coal-fields and a decrease of 3,749 persons in the coal-fields of Bihar 
and Orissa. 


Output per head employed. 

The tablo below givo3 the output per head employed (1) above and 
below ground and (2) below gronnd in certian specified countries. The 
comparison is somewhat vitiated as the figures are for different years, but 
cvertholess they are nob without some significance. They cannot, however, 
» taken to give a strictly accurate idea of the relative efficiency of the labour 
m the countries nameil - Not only do the conditions of the work below 
vary greatly, but the proportion of persons employed above and below 


(<9 Not available. 

l6> r,treCllV °' f,BUrM t(lf Hyderabad not bei„ C available. 
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ground varies in different countries. In Great Britain, in 1027, for example, 
the workers below ground wore 79 per cent of tlio total number employed, 
while in the same year in India, whore mining operations are still nearer 
the surface, thoy wore 69 por cent. Again, in Iudia, labour-saving appliances 
arc not used as largoly as in other countries, though their mac is increasing. 
These factors, however, only partially explain the relative inefficiency of 
Indian labour. 



Above and below 

Below ground 


ground l’cr head 

ouly Por head 


Tons 

Tons 

United Staten 

780 

930 iu 1920' 

Groat Britain 

. (c) 252 

(c) 316 „ 1927 

Germany 

. . 278 

(«)„ 1926 

Franco 

160 

225 „ 1927 

Belgium 

154 

219 „ 1927 

J apan 

132 

(«) „ 1020 


( 113 

166 ,, 1926 

India 

. • • } 



l 122 

176 „ 1927 

The jrr capita output of coal iu India in 1927 is compared below with 

the results of the preceding five years : — 



Above and below’ 

Below ground 


ground Tons 

only Tons 

1923 

, . 97-8 

163-7 

1924 

103 0 

160*8 

1025 

110-5 

173*1 

1926 

113-1 

105*0 

1927 

122-3 

17G-4 

There has been a 

steady increase in per capita output. The nutnbor of 

coal-cutting machines 

in use are increasing, 141 having been in use in 1927 

a* compared with 126 

in the previous year, most 

of them being driven by 


electricity. These machines were in use in 55 mines. The total area under- 
cut by the machines iu 1927 was 7,-555, 74S ft. ns compared with 
6,076,352 ft. in the previous year. The use of machines for wanning 
coal in the Ranigmij Coal-field i= rapidly extending. 1 

The total number of fatal accidents in 1927 was IvG, giving a death 
rate of 1*1 per 1.000 person* employed a? against *99 in 1926, Most of the 
large collierki are now equipped with electric power. 


0 Fro-iisicrai 

1 VHt K*pon of the Ceisf Icipectcr tf Hstrs In Indie for lil'h 
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Imports and Exports of Coal. 


IMPORTS 

The figures r op recent only private merohandico. In 1027 the imports 
of coal rose from 104.000 tone, valued at Re. 45 lakhs, in the preceding 
year to 244,000 tons, valued at Its. 58 lakhs. Bombay was naturally 
the largest importer. The contraction in imports in 1926 was mainly day 
to the disturbance in the world market caused by the coal strike in the 
United Kingdom. The provincial shares in imports were - . Bombay 78 per 
cent, Sind 10 per cent, Burma 5 per cent, Madras 4 per cont, and Bengal 
3 per cent. The Union of South Africa was tho largest supplier, followed 
by the United Kingdom and Portuguese East Africa. The imports of coal 
on Government account fell from 99 tons in 1920 to 50 tons only in 1927. 


Exports. 

The total quantity of Indian coal exported from India and tho share of 
each of tho principal importing countries during the past thirty-seven years 
arc shown in table 8 (page 28). As in the case of import statistics, quin- 
quennial averages only are given for tho first twenty years. Bunker cosl 
and Government stores arc uofc included in this statement which relates" only 
to coal shipped as private merchandise to foreign ports. On the averago of 
the seven years, 1900 to 1906, the exports were 8 per cent of tho total pro- 
duction of Indian coal, as against 6 per cent on the average of the succeeding 
seven years, 1907 to 1913, and 3 per cent on the average of tho next seven 
years, 19 U to 1920 ; in the seven years 1921—1927 the ratio was 1*5 p<* 
cent, the ratio m 1927 being 2-6 per cent. That is to say, exports in 

° f 0a ° t0 “ 38 tons produced. The bulk of the , 

production is thus consumed in the country. 

frnm"^ 1 ^ 08 ^ 8 ^ *rf ° 0a ^ dipped from India as private merchandise is sent 
the™ T f?° Tfe ° f coal iT1 1927 ™e fairly satisfactory though 

the amount exported was l° ss than in 1926 in which year owing to the «"* 

1“"" , 1027 amounted to 576, W> 

^2? i» mt mi 216,100 loos ft 1020. » 

1 ““ ll “ ** &»Wr» markets fa tie p,oe,«l»S 

W *- *• «• VM immt created tfarLg ft. Bf»* 
wien normal a eQ ;ai '' tie United Kingdom natural],' passed aiva, 

**»>• *» «*»» « °f 

tie eiare „r a., ' , P " “” l “ a *» ‘be Strait. Settlements by 25 pet c«* 

«4£ T"""”! - ’ 1 *! 11 Per emi a.d « f 

T*bl<z\ took 15 «00 f 010 a ^ S0 . an * ncTea3e iri the demand from 

Hongkong also took latgerTn to n8 in tho preceding 7 c!>r ’ 
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The quantities of coal imported from tho principal supplying 
countries and entered for home consumption in Ceylon and tho Straits in 
each of the last ten years are stated in table 15 ( pages o7— 38 ). This table, 
therefore, illustrates the position which Indian coal holds in its two principal 
foroign markets as compared with rival supplies. The percentage shares of 
'the principal countries in tho total imports into these markets is given in the 
following tablo : — 



Into Ceylon- 

Into 

the Straits. 


1926 

1927 

1926 

1927 

British South Africa 

50-9 

45-3 

20-4 

20-8 

United Kingdom 

15-4 

19-7 

1-5 

6-8 

British India 

26 4 

29-7 

14-0 

15-6 

Australia 

, M 

• •• 

1-8 

3-2 

Japan 

... 

1-0 

29-6 

22-9 

Dutch Borneo 

... 

... 

15*5 

19-9 

Sumatra ... 

... 

... 

7-6 

5-5 


It will be noticed that iu 1927, there was an advance in the propor- 
tionate share of British India in the imports into both countries. South 
Africa maintained tho first place in th3 Ceylon market though there was a 
decline in her share ; in the Straits she yielded place as in the preceding year 
to Japan. In 1927, 166,180 tons of Indian coal were imported into Ceylon as 
Government stores. The quotations given below represent the average of 
tho prices (per ton) quoted at Colombo and Singapore during the 
year 1927 


Indian Coal 


Colombo 
Its. A. 

.. 24 2 

Singapore 
Rs. A r 
22 10 

South African Coal 


... 26 13 

23 5 

to 

Wokh Coal 


... 30. 13 ^ 

24 12 
31 4 

Japanese Coal 


... (a) f 

22 11 
to 

Australian Coal ... 

... 

l 

... («) 

23 8 

32 11 


Coal Consumption. 

In table 11 (page 29) Is shown the total available supply of coal (Indian 
and foreign) in India, which is arrived at by adding imports (minus re-ex- 
porb) to tho total production and subtracting exports therefrom. In 1927 
the figure stood at 21,706,000 tons, as compared with 20,531,000 tons in 1926 
and 20,099,000 tons five years ago. Thus the estimated consumption of coal 
per head of population comes to .07 ton or 1= cwt. a year. 


(a) Figures not available. 
18 
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Appended U a 

OWtaL foreign) daring 1® , , i» »* « «“ t f aS bat a «r, 

but llicse figures should be regarded as only approximate, 

rough estimate under some of the heads — Por ceat of 


n nM'tnmiali n T) 




■Railways 

Admiralty and Royal Indian 
Marine Shipping accounts 
Ranker coal 
Oofcton mills 

Jute nulls > *•* 

Iron, steel and brass foundries (in- 
cluding engineering work shops) ... 
Port Trusts 
Inland steamers 

Prick and tile factories (including 
potteries and cement work-) 

Tea gardens 
Paper mills 

Consumption at coilieries and 
wastage 

Other forms of industrial and 
domoslic consumption ' 


.Tons, 

(n)7 ,239,000 

2T.000 

1.517.000 

850.000 

935.000 

5.260.000 

205.000 

636.000 

565.000 

223.000 

156.000 

2,208,000 

2,085,000 


33-5 

0.1 

6-1 

S‘8 

4-3 

24-2 

•9 

2-9 

2-6 

1-6 

0-7 

10-2 

9-7 


Totat. 21,706,000 1°° 


Consumption on railways; — Table 13 (page 30) shows the total ^ 
of Indian and foreign coal and of wood and oil fuel consumed on a 
railways in India daring the last thirty-eight years, as reported by 
Railway Board, In 1927-28 the total consumption of coal amounted to ? 
million tons or 33 por cent of the total production as compared with 6® 
tons in the pre-war year 1913-14 and of this 99-9 per cent was Indian coa 
The consumption of wood as fuel on railways decreased almost steadily r0 
1904 to 1914-15 ; thereafter there was an increase up to 1919-20, owing ^ 
high prices of and the difficulty in obtaining coal during the great Europe^ 
war. In 1927-28 the qnantity of wood consumed was 109.000 tons, s 
compared with 108,000 tons in 192G-27. This amount may be takon 
equivalent to 41 000 tons of coal, taking 2 1 tons of wood as equivalent 
one ton of coal. "Wood is twd largely on the Burma, ami tho Torn 

, * Domestic consumption in Calcutta and its neighbourhood was estim« ,cd 

oy the Coal Controller i„ wn at 200,000 tons per year, 
tn) Ter the official year 1927-23. 
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ftaroda and Central India Railways. Besides coal and wood 131,000 tons of 
oil fuol wore used on Indian Railways in 1027-28; this is equivalent to 23,000 
tons of coal, taking 0-oij ton of oil fuel ns equal to 1 ton of coal. Oil fuel is 
used largely in cortain sections of tlio Great Indian Peninsula and tko North 
Wcatorn Railways, 

Consumption on Admiralty and Royal Indian Mat ino Shipping accounts.—* 
The consumption in 1927 was reported to bo 27,000 tons, by tho Chief Min- 
ing Engineer, Railway Board and tho Principal Naval Transport Officer East 
Indies. 

Bunker coal .' — Statistics relating to tho shipment of bunker coal have 
beon obtained from tho different Custom Houses and arc shown in tiblo No. 
10, pago 29. Tho total shipmont in 1927 amounted to 1,317,000 tons. Tho 
details aro: — Calcutta 873,000 tons, Karachi 1.32,000 tons, Bombay 143,000 
tons, Rangoon 140,000 tons, and Madras 29,000 tons. 

Colton and jute mills — Only 99 out of 300 cotton mills sent iu returns. 
In the case of mills which furnished no returns, estimates have been made ou 
tho basis of tho number of looms and spindles at work. For juto mills, data 
were furnished by tho Iudian Juto Mill Association. 

Iron, steel and brass found) ias (including engw'Biing toot Lskojn ') — Tho 
total roported figure comes to 2,401,000 tons. Iu tho ease of foundries which 
did not furnish returns, estimates have been mado ou tho basis of the number 
of persons employed. 

Port Trusts . — Statistics of consumption m the workshops, fetr y steamers, 
etc., at tho principal ports have boon obtained from tho diilorcnl Port author, 
itios. 

Inland stcamei s — The total reported figure conus to G32,000 tons. 
Thoro arc some smaller companies from ukiok no returns were received and 
whoso consumption has been estimated on the basis of Ilia coal census figures 

for 1917. 

Brick and tile manufaciit) e . — On the basis of tlio census figures for 1916 
and 1917, it has been estimated that 503,000 tons of coal were used in tho 
brick and tile industry. 

Tea guldens . — Estimates have been framed on tho basis of data furnish- 
ed by most of the important toa companies. On many tea estates wood 
is tho only or chief fuel used. , 

Paper mills. — Tho consumption in 1927 was estimated at 156,000 
tons on tho basis of tho roports furnished by millowncrs. 


1 Bunker ooal is not mcludod in the figures of es-port, 
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Consumption at collieries and wastage, — Ten per cent of ilia total produc- 
tion lias Icon taken for consumption at collicrcs and wastage. With the 
introduction of more electrical apparatus taking current from the power 
stations, in place of steam plants, there will, it is anticipated, bo a further 
decrease in colliery consumption of coal. 

Other forms of industrial and domestic consumption. — A large part of the 
balance of 2>1 million tons must also be debited to industrial consumption, for 
besides tbe important classes of industries stated above, there are numerous 
other classes of establishments and factories which are worked by steam, the 
principal amongst which arc cotton gins and presses, jute presses, flour and 
rice mills, dockyards, oil mills, water works, electric supply works, tramway 
works, gold mines, sugar factories, gas works, lime works, breweries and 
distilleries, petroleum refineries, ice, mineral and aemted water factories, 
mints, municipal workshops, stone works, woollen mills, mining works (other 
thau coal), chemical works, dye works, indigo and lac factories, glass works, 
and rope works. A certain amount of soft coke is used for domestic con- 
sumption, and its use is now extending owing to the growing scarcity of 
wood fuel, the price of which has considerably risen. 


Growth of Coal-mining Industry. 

Ihc progress of the co tl-miniag iudu try may bo roughly ganged fro® 
the table below, showing the number of Joint-Stock Coal Companies and 
their total paid-up capUal : — 


J. UAU- 


1918- 19 

1919- 20 

1920- 21 

1921- 22 

1922- 23 
* 1923-24 
ir 1924-25 
*1925-26 
' 1926-27 
*1927-28 


No, 

192 

236 

256 

276 

272 

259 

253 

243 

234 

221 


capital 
Rs. (lakhs) 
844 
868 
937 
10,13 
10,98 
11,94 
12,53 
12,61 
12,24 
11,58 


not be correctly 'stated as in the coal-mining industry _ «m- 

individuals anil « v i * rs re * a tmg to the capital cmploved by private 
Coal ■? ** There were 210 Joint-Stock 

* C V '° rk i n Ben S ai and Bihar and Orissa on the Slat March, 

♦ ^ ^ ^ '' ‘ " ' 1 ' " - 1 - III - - , | - - | | | ■ - • 1 - 

wo.e not a - s ooa>PaaIe3 in Bengal that went into liquidation kit 
,thcSow ^ formerly included. 
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1028. A list of these, together with the amount of their authorised and 
paid-up capital and the debentures issued, is given in tablo 14 (pages 31-36). 
The collieries worked by Joint-Stock Companies accounted for 73*7 per cont 
of tho total output of the Bengal and Bihar ar.d Orissa coal-fields in 1027. 
Outside Bengal and Bihar and Orissa, there were only 11 Joint-Stock 
Companies at work during tho year. Ei gliteen of the Coal Companies at 
work on the 31st March, 1928, had a paid-up capital (oxculsive of debentures) 
of Rs. 15,00,000 or moro, as shown below. 

Paid-up capital 


Burrakur Coal Company 
Siugaroni Collieries Company 
Coalfields of Burma 
Bengal Coal Company 
Talchor Coalfields 
Villicrs 

Lodna Colliery Company (1020) 
M. K. Khanna & Company 
• Tori 

Equitable Coal Company 
Karanpura Development Company 
Villicrs Colliery Company 
Baraboni Coal Concern 
Now Beerbkoom Coal Company 
South Karanpura Coal Company 
Dhomo Main Collieries 
East Indian Coal Company 
Bhalgora Coal Company 


Rs. 

68,45,040 

03,15,050 

62,32,430 

40,00,000 

40.00. 000 

35.00. 000 

29.00. 000 

25.00. 000 

25.00. 000 

24.00. 000 

10 . 00 . 000 
20,00,000 
19,92,520 

17.80.000 

17.50.000 
16,00,000 
16,05,575 

15.97.000 


There wore eighteen others, each of which had a paid-up capital of Rs. 
7,50,000 or abovo but less than Rs. 15,00,000. 
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HUMAN EFFORT 


42 Nature and Labour : — Economic xvalfure, that is man’s 
well-being, so far as it depends on the satisfaction of material 
wants, is indispensably conditioned by the peculiarities of external 
nature. How India stands in this connection, has been already 
shoxs n, and we have now further to ascertain how the people of 
this country secure their living from nature and how the efficiency of 
their efforts to satisfy wants may be improved. Rivers, lakes* 
rainfall, heat, moisture, wind, seas, harbours, mineral deposits, 
forests and fertile soil are the spontaneous gifts Nature offers to 
man, but that kind mother yields her blessings only at labours 
earnest call. Not only are Nature’s ‘free’ gifts truly invaluable in 
the sense that they haxe no 'value in exchange’ though their ‘value 
“ use ’ is ^comparably great but they are indispensable. But she has 

her moods and freaks, smiles and scowls, and must be coaxed and 

orce mto granting her gifts. The water of lakes and rivers must 
be conveyed to fields thhstmg for moisture and it has often to be 
subterranean depths and collected in wells before k 
. ™ ed for u se ; the minerals must be extracted from the earth, 
Soli /° re f SmUSt be felled and remox ed, and the soil must 
have 16 an cuitix ated . Man’s physical and mental poxvers 
natural exercised in devising means of conquering 

environme^r^T and ° f extructin S utmost benefit from his 
fairest nartQ S f+i ” hlS mjgrations man has tried to occupy the 
Las not alwavc & f nd t0 satisf >’ h, s elementary xvants, but 
had to struJsUe s ucceeded in doing this with ease; and he has 
Many cconL^! ^ obstacles P^ced in his path by Nature- 
r °se to the SUlgeS t5ier efore, to mterxene before he 
countries, if State . °f industrial organization in cixiliz e 
Bhills and the mL ^ C as ' de tbe "did tribes of the Mundas, Gonds, 
the country, not fn r ^ are sdb found in the jungles and hills 
man subsists in the ^ emov ed f TOln the primitixe condition in xvhic 

**» »y hunting and pasture, TO ««> 
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that the bulk of the Indian population has, for centuries, been 
prosecuting agricultural and other industries with skill, patience 
and perseverance. The story of the immigration of the Aryans 
into India and their penetration into the cast and the south, re- 
corded in ancient, indigenous literature, is suggestive of the 
stages through which the people passed and of the economic evolu- 
tion which took place among them. The clearing of jungles, the 
settlement of village communities and construction of towns 
represented the early struggle with nature and the' development 
of civilization, characterised by the growth of agricultural and 
manufacturing industries. 

Nature does not smile on all parts of the country alike. She\ 
frowns upon man in several places and is niggardly in dispensing 
her gifts. In many tracts of the country, the people have had to 
struggle very hard to eke out a living and with great difficult}' has 
the land been made capable of supporting human life. The inten- 
sity of this struggle with nature has moulded the character of the 
people in different parts of the country in different ways. While, 
therefore, some have become most hardy, courageous, and enterprising 
or have learnt, like lotus-eaters, to take life easily and to scorn 
manual labour, others have become poor, patient and docile workers. 
On the whole, however, the value of labour in the production of the 
necessaries of life, as also of comforts and luxuries, has been 
universally appreciated, and the old arts and industries of India testify 
to this fact. The importance of physical and intellectual labour in the 
acquisition of wealth and in the attainment of progress, has 
been always duly recognized and insisted upon. The Indiffn 
farmers, craftsmen and traders are well-known for their intelligence, 

' patience and skill and though labour in this country came to be 
confined to distinctive grooves and to be specialized in certain 
castes, the essential conditions of productivity have been indisputa- 
bly present in it. Slavery in ancient and serfdom in later times 
were recognized institutions in the west ; in Hindu India the 
Brahmins and the Ivshatriyas were placed above economically pro- 
ductive labour and the Vaishyas and the Shudras were expected to 
undertake the organization of production and exchange and the 
rendering of manual sendee respectively. It became the dharma 
or duty of each class and caste to perform its hereditary functions 
honestly and efficiently. 
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U3 The Labour Factor .—The requisite of production re- 
presented by land and the forces of nature is essentially passive. 
The active agent of wealth-creation is human labour which is 
defined, as it is usually understood, as muscular energy directed^} 
intelligence. In Economics the word is applied to every effort 
made by man in contributing directly or indirectly to production 
and refers alike to the human energy spent by a common workman 
in the field or the factory and to that of the Viceroy and the Com* 
mander-in-Chief of India. Ordinarily, however, labour means the 
manual and intellectual energy brought to bear upon the work of 
material production by all those who directly participate in 
wealth-creation. It should be borne in mind that in Economics, 
correctly understood, it is not labour in general, in its technical 
natural sense, that is of significance. The economist is interested 
in labour in its social sense, that is labour put forth and utilized in 
definite social conditions. Labour has an economic and social as 
well as a natural and technical aspect. We have to do mainly with 


the former . 1 The value of land itself as a factor of production, 
may be partly the result of the labour bestowed upon it ; and ini* 
plements and machinery required for wealth-production arc also 
the product of human labour, Yet the natural powers of the earth 
and the atmosphere and the pre-existing wealth which is used by 
the producer in the act of wealth-creation, are both essentials 
production which can be distinguished, with sufficient clearness, 
from labour. To satisfy his wants man has always used his physical 
and intellectual energies, in varying degrees, and as in the case ol 
lamh so iu that of labour, the quantity of wealth produced will be 
conditioned by the efficiency of the factor of production concerned- 
If more utilities arc created in the same amount of time and with 
t e same amount of energy or the same utility is produced in a l Cs ~ 
amount of time and with a smaller expenditure of energy, other 
mgs remaining the same, that is a distinct economic ga’ 0 ' 
attributable to better utilization of labour power, and appropriated 
y the individual and probably also shared by the community a 1 * 1 
epresents a recognized step in material progress. The efficiency 
detemuf^ an< d their condition, therefore, play an important part m 
fare of ^ ^ n ‘dual income, the national dividend and the we* 

of wealth-creation lies in the 

1 KMl ® WMt ThcOTClische Naticinaloknomic. 
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surplus of pleasure over the pain of labour or sacrifice, the smaller 
the amount of the cost, the higher will be the gain. But smallness 
of the remuneration paid to labour either in money or goods, does not 
often denote a larger surplus because the contribution of that labour 
to production may not be sufficiently high; and the gain of indivi- 
dual employers may be likewise secured at the cost of poor ^work- 
men. Low wages may sometimes prove more costly than high 
wages. An important aspect of this question falls within the limits 
of distribution and will be considered in a later chapter. 

In Vedic times all labour appears to have been regarded in 
India as honourable because it contributed to the pi eduction of 
wealth which was so necessary. In the course of evolution, how- 
ever, definite functions came to be indentified with certain classes 
which ultimately developed into numerous castes with superiority 
and inferiority of social status attached to them. The white-skinned 
Aryan conquerors reduced the native races of the country to a state 
of serfdom, and an economic organization was set up not unlike 
what prevailed in Europe in feudal times. The black people were 
condemned to do toilsome and dirty work and were practically 
excluded from the pale of society. These Shudras, however, steadily 
won a growing measure of freedom, and the Aryans themselves 
took to trades and occupations, prohibited to them, as the simplicity 
of economic life was gradually lost. The stigma of the Shudra still 
clung to him and his disabilities became hereditary, though he could 
occasionally rise to higher social positions. Brahmins, Ksbatriyas, 
Vaishyas and Shudras formed the fourfold social and economic 
division of the Hindu community and this was the Chaturvarnya of 
the Bagavadgita, the Smritis and other works, based in theory 
upon, the qualities and acts of individuals but in practice upon birth. 
The caste system, thus solidified, has been described by Cossa as 
1 division of labour gone to seed.’ It made for specialization in pro- 
duction and for a degree of efficiency promoted by the worker being 
born to specific work and learning his trade under the paternal roof 
in a favourable atmosphere. Under that system, 'hereditary trades 
.were divided and subdivided, each being assigned to an independent 
social section. But these water-tight compartments killed individu- 
ality, originality and freedom of action and led to rigidity and 
stagnation. Dignity of labour became compromised as servants, 
craftsmen and artisans were sharply distinguished from the * twice- 
19 
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born/ the higher social orders. The evil was aggravated by the 
multiplicity of castes into which the four-fold division degenerated 
and which rendered economic freedom impossible. Birth, rather 
than fitness and inclination, became the basis of the division ; and 
the stability and the very existence of society came to be bound up 
with the maintenance of the inelastic system. 

Originally, the Brahmin was the guardian of learning and 
culture, the educationist and the priest, the Kshutriya was the 
ruler and the soldier, the Vaishya was the husbandman, trader 
and money-lender and the Shudra was the artisan and dependant, 
whose duty it was to serve the three higher castes. Law-givers 
like Manu and statesmen like Chanakya have emphasised the 
imperative duty of the ruler strictly to up-hold this organization. 
Why there was such a dread of a mixture of varnas and castes, 
can be easily imagined if the position of the Aryan inhabi- 
tants of India among other people with whom they had to live, is 
carefully considered and realized. But the ideal division of social 
functions and occupations among the jatis and varnas which it was 
sought to maintain intact, could not be perpetuated in practice. 
Birth has indeed remained the supreme test of the social division, 
but the occupational distinction and the division of labour have 
broken down under the pressure of political and economic necessity, 
even among the higher classes of the twice-born.' Thus the taking 
of interest or usurj 1, is absolutely prohibited to the Brahmin, but the 
rule has been rarely observed in practice. Vertical and horizontal 
movements among the classes, from the point of view of their 
economic functions, which were common in early times, 4 but were 
weakened in the middle ages of India, gradually gained in strength 
owing to social and economic pressure and their force to-day 
appears to be simply irresistible. The hereditary caste is indeed still 
impregnable, but the occupational barriers no longer stand as 
rigidly as they did before. A caste is not now an exclusive econo- 
mic class except in certain occupations with which a lower social 


^ The authors of tho Dharma Shastras have graded the means of earning * 
ivohhood, and therefore, labour as inferior and superior and have assigned the®, 
as appropriate, to the different social classes. See Narada Smriti, 1. 43-55. 
Tead T t 11 '“ leres ^ n B discussion of this economio mobility in olden tin®*, 
in y 0 j -y \ ,, antiI T s article °n " Studios in Economics of Anoient India 
X Annals of the Bbandarkar O.It. Institute, 



labour efficiency 




status is associated, and does not necessarily connote a * specific, 
preordained economic function. The various ways of earning 
wealth are, more and more, being promiscuously followed by mem- 
bers of different castes, and there is no doubt that, so far as 
favourable opportunities have offered themselves, this freedom to 
take up the most suitable job, has resulted in increased individual 
efficiency and in greater social benefit. The purely social status 
and the purely economic function have no longer an. identical 
significance. 

HH, Labour Efficiency Indian labour is said to be cheap 
but at the same time comparatively very inefficient and, therefore, 
really dear. The cheapness appears to be both the cause and 
the effect of India's poverty ; and even if the Indian labourer 
is not receiving his due share of the national dividend, lu9 
remuneration can not be sufficiently large so long as the total 
product and his contribution to it are small. In point of efficiency, 
the Indian workman is compared with his western brother to his 
great disadvantage, and it is stated that the British or the American 
labourer is three to .six times as efficient as the Indian workman. 
Now, efficiency is the relative capacity or power to contribute 
to the creation of wealth and is possessed by individuals in varying 
degrees. It is common experience that of two workmen, one will 
do more and better work than the other in the same amount of time 
and it may pay to employ six men of the first type at a higher rate 
of wages than ten of the other at a lower rate. This efficiency 
consists of various elements such as manual skill, intelligence, 
steadiness, honesty, reliability and physical strength ; and while 
some of the qualities enumerated are essential in all kinds of indus- 
trial work, others are specially needed in particular jobs. Labour 
is, again, distinguished as sldlled and unskilled according as it is or 
5s not trained to execute with efficiency the manipulation of matter 
with the assistance of tools and machines. In judging the efficiency 
of Indian labour, different classes of work and of operatives must be 
clearly kept in view as conditions in this respect vary from industry 
to industry and work to work. The factors which peculiarly militate 
againstefficiency-in this country are the hot climate, the.unsuitability 
of work the labourer is .called, upon, to do and a lack of sufficient 
nourislung food, education, training and ambition?" The Indian 
labourer Is now expected to work in the midst of surroundings which 


HUMAN EFFORT 


143 | 

r 

tire unsuitable, unfamiliar and unattractive to him,. and his cfficicncj 
will not be found to be lower than that of workers in other countries 
in cases where he is not placed in an unfavourable position. Com- 
parisons such as the one stated above, will not be fair to the Indian 
labourer, who is the victim of the conditions that surround him and 
is not inherently incapable, if they are not made with due caution. 

It must be borne in mind here that if the foreign workman is 
three or four times as efficient as the Indian worker, his wages are 
higher in proportion, and the latter may not, after all, be compara- 
tively inefficient if the total labour cost to the employer is taken 
into consideration.’ This question arises prominently in connec- 
tion with large-scale industries where the Indian workman suffers 
from the handicap of inexperience, want of training and unsuitabilit} 
of emplo3Tnent, but it lias been proved that lie does not take long to 
be able to tackle new and difficult industrial operations with success. 
This fact is demonstrated by the rapid expansion of organized 
industries in the course of the last generation in connection with 
cotton, jute, coal, iron, steel, paper, cement, matches and glass. 
Labour possessing the requisite aptitude is not found in sufficient 
quantities in industrial areas which are determined by the location 
of raw materials and markets and lias to be imported from outside. 
But locally available labour, such as it is, soon picks up the work it 
is called upon to handle, and even people living in jungles like the 
Santhals have now proved their adaptability to modern industrial 
requirements. The productive capacity of labour is, to a certain 
extent, determined by the materials and the tools it has to use; and 
in order that it may do its best, the best western types of factory 
buildings, machinery and organization have to be installed and, 
where necessary, they must be modified to suit Indian conditions. 
Today, Indian labour is specialized under the old indigenous 


1 Take coal mining as an illustration. The output per head of miners work- 
ing below ground was 164 tons in India in 1923 as compared with 203 in Francs 
and 263 in the United Kingdom in the years 1919 and 1922 respectively. ® ut tb ° 
average value of coal at the pit's mouth was only Rs. 6J in India os oga< ost 
Ro- 91 in France and Rs. 1CJ in the United Kingdom. As tho Report on the Prcduc- 
mn and Consumption of Coal in India for 1921 points out, “this value is affected 
y many factors, such as the quality of the coal raised, its accessibility. t e 
° 1 ? 6ry ' n use besides the cost of labour and transport.” Reports for late 
to the tC , utb o£ tbe above comparison as may be seen from a reference 

PP8ndls to the last chapter. 
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organization of industries; and tlie craftsman or the artisan who 
does not sell his labour to another, plays an important role which 
must be studied along with that of the hired operative. The labour 
of the autonomous worker is regular, systematic and efficient. 
The peasant tilling his own land, the weaver working at his own 
loom, the blacksmith and the potter' plying their trades on their own 
premises, the carpenter maldng things to order or for sale on liis own 
account, will not require supervision as will the hired labourer in 
the field or the factory. The efficiency of the wage-earner is thus 
determined by conditions different from those of the autonomous 
producer. 


tj5. Occupations of People:— Before the advent of machi- 
nery and steam-power in this country, the quality of Indian labour 
was reported to be of a high order. The artistic work of India was 
famous throughout the world, and the intelligence, skill and tho- 
roughness of Indian farmers, spinners, weavers, builders, metal work- 
ers, carpenters, leather workers, potters, carpet-makers and carvers 
was undoubted. Though the fine products of Indian labour are being 
fast displaced by machine-made goods imported from abroad, we still 
obtain them in sufficient quantity and variety to testify to 
the high level of efficiency reached in India. It is a well-known 
fact that in the first quarter of the last century, the products ' of 
Indian looms competed successfully, both in quality and price, with 
the piece goods turned out in English factories, till at last they were 
driven out of the field by machine-made goods and by the selfish 
and short-sighted policy of the East India Company. Owing to 
the decadence of the old indigenous' industries, the inability of 
the people to start new ones to take their place and the difficulty 
of immediate adjustment to changing conditions, the variety 
of skilled labour referred to above, is coming more and more to be 
restricted to'rural areas and the small towns, the demand of the 
urban population being met, on an increasing scale, by machine- 
made goods, foreign and Indian. So far as artistic skill is concerned, 
the worker can still hold his own in competition with his western 
brother. And Indian cotton and silk cloth, carpets, pottery, silver ware, 
carving, metal work, toys and other products of skilled manual labour 
still excite the admiration of the foreigner who generally buys them as 
curios. The edge of the inventive faculty of the Indian worker has, 
of course, steadily worn off and he sticks to old designs or copies 
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models more often than he strikes into new patterns. Unskilled 
labour has been plentiful and the supply of physical strength is 
sufficient to meet the demand for heavy and strenuous work. Much 
of the monotonous and rough work which is performed by machinery 
in the west, is still done by manual labour in this country and the 
scope for unskilled workers is, therefore, ample. 

We give below two tables, taken from the report on the latest 
census, which show the numbers of persons, men and women, 
engaged in different occupations, classified under various heads, 
according to the nature of their means of earning a livelihood; — 


1 '.— Occupations of the Indian Population. 


Occupation 


A— Production o! raw materials 
t— Exploitation of animals and 
vegetation. 

1 Pasture and Agriculture 
(a) Ordinary Cultivation 
(») Income from rent of agri- 
cultural land 
(u) Ordinary Cultivation 
(m) Agents, managers of 
landed estates (not 
planters) &c. 

(iv) Farm servants and field" 
labourers 

(o) Growers of special pro- 
ducts and market 
gardening 
(c) Forostry 

W) Raising of farm stock 
„ ,1 Raising of small animals ... 

2 Fishing and bunting 

4* Exploitation of minerals 

3 Mines 

4 Quarries of hard rocks 

5 Salt &c. 

« -Preparation and supply of Mata- 
rial substances 


III — Industry 
® Textiles 

akius and hard : 
dom &0m tho an '>ma 


if 

rv C3 

Actual Workers 
(In Lakhs) 

“a 

C3C. 

OTJ 

H o 

Male 

Female 

Total 

23,11-9 

7,23-3 

3,37-0 

10,60-3 

23,06’5 
22,90-4 
22,10 4 

7,20 9 
7,15 2 
0,81-4 

3,35-8 

3,34-1 

3,21-8 

10,56-8 

10,49-4 

10,03-3 

99 8 
17,31-2 

20-9 

5,34-7 

10-3 

2,11-9 

S7'2 
7,46 6 

6-1 

23 

•2 

26 

3,79-2 

1,17-4 

99-3 

2,16-7 

24-0 

4-8 

44-2 

•2 

- 10 0 

8-4 

1-7 

23-5 

0-7 

5-7 

6-0 

•7 

5-4 

•01 

1-7 

14-4 

2-4 

28-9 

•1 

7-4 

5-4 

39 

•7 

•G 

23 

1-7 

•3 

•2 

1-1 

•8 

•1 

•1 

34 

26 

•4 

•3 

5,50-1 

1,80-2 

77-1 

2,57-4 

3,318 
78 4 

1,00-3 

24-5 

50 4 
15 7 

1,57-2 

40 3 

7-3 

j 25 

•5 

S-l 
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Occupations of the Indian Population , 


Occupation 

£2 

&£ 
g C3 

5V? 

Actual Workers 
(In Lakhs) 

a 

rt 

£ ® 

Male 

Female j 

Total 

8 Wood 

36T 

12-3 

3-4 

15-8 

9 Metals 

18-0 

6-3 

'8 

7-2 

10 Ceramics 

22-1 

74 

3-4 

10-8 

11 Chemical produots properly 

11-1 


20 

5-7 

ao-oalled and analogous 

3-7 

12 Food industries 

31-0 

7'3 

9-2 

16 5 

13 Industries of dress and the 





toilet 

74.2 

24-9 

90 

34 0 

14 Furniture industries 

•2 

•J 

01 

•1 

15 Building industries 

17-5 

60 

20 

8-1 

16 Construction of means of 

•5 




transport 

•2 

•08 

•2 

17 Production and transmission 
of physical forco (heat, light 


09 



&o.) 

•2 

•01 

•1 

18 Other Miscellaneous and un- 





defined industries 

33-7 

11-0 

3-9 

15 0 

IV-—' Transport, 

43-3 

17-6 

2 0 | 

19 7 

19 Transport by air 

•0006 

■0006 

... 

•0003 

20 „ „ Wator 

7-4 

3-3 

.1 

3-4 

21 if ii Koad Bs . 

21-4 

8-5 

i-5 

10 1 

22 i, n Kail 

12-3 

4-9 

•3 

53 

23 Post office, telegraph and tele- 




phone 

20 

•7 

■02 i 


V— Trade 

181-1 

53 7 

24-7 ‘ i 

80 4 

24 Banks, establishments of oredit, 



exchange, & insurance 

99 

2-8 

•3 

S-4 

25 Brokerage, commission and 





„ „ export 

2-4 

•8 

1 -04 

•9 

26 Trade in textiles 

27 „ „ skins, leather and 

12-8 

4-1 

08 

4.9 

furs 

2-3 

•7 

•1 

•8 

28 „ „ wood 

2-2 

•7 

•3 

1-0 

29 „ „ metals 

•6 

•7 

•4 

•2 

31 „ „ pottery, bricks &o. .. 

■6 

•1 

T 

’3 

31 „ „ ohemioal produots 

1-2 

•4 

•09 

•5 

32 Hotels, cafes, &o. 

7-6 

2-2 

1-2 

3'4 

33 Other trade in food stuffs 

34 Trade In clothing and toilet 

92-8 

27-8 

14-6 

42-5 

articlos 

2-8 

1*0 

•1 

PI 

35 „ „ furniture 

1-7 

•5 

•1 

•7 

35 „ „ building materials .. 

•7 

•2 

•1 

•3 

37 „ „ means of transport .. 

3-3 

1-2 

•1 

1*3 

33 „ fuel 

39 „ ™ articles ofluxury 

6-1 

1-3 

1-7 

3-0 

and pertaining to letters, 





arts &c. 

40 Ttado of other sorts 

4-5 

-j 30-4 

; w 

•5 

1-9 

C— Public Administration and Libe- 

9-6 

3 7 

13-4 
< 4V1 

ral Arts 

J 98-46 

36-6 

4'5 
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. oft hc Indion PopuhHoP 

Occupations 


AoU.lV/or r 

(In ) 


Oooupal' on 


VT— ruttio torco 

41 Army 

8 5SV« . . 

47 Lavr _ 

48 Medicine 

ft 

►SSISS'*' - *® 

511 ontbeir incomes 

llSufficienay described 
d occupations 
^^I^mEoUaUs, asyiums and 
nims mouses n4vt0E - 

55 Bogea'ts. va6r 

, r Alter nnciasciicd nou-pro- 

56 °ducrivo industries. 



Industries. «— 



Occupation. 



Ordinary Cultivators 
Pield Labourers &-c. 
Plantations 
Coal Hines 
Textiles 
Pood Industries 

Trade in ioodstutts 

Boalers in grass &c. 

M fuel »» 

TAi&'Wwes * 

T-aboureTB Tinapecibea 


826 1 
816 
898 
525 
612 

1259 \ 
627 
1268 
1327 1 
2141 I 
789 1 


368 

967 

891 

51S 

657 

164 7 

591 

12 6 l 

l 80 ! 

2798 

,740 
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96 Different Glasses o? Labour : — A general idea of the 
nature of Indian labour having been given, a few pcrliminary observa- 
tions are necessary before we proceed to a more detailed treatment 
of the subject. Census statistics of occupations of the people are 
not calculated to do more than convey a rough impression of the 
means adopted by various classes of the population for earning a 
livelihood. But it should be noted that in India division of labour 
is far from complete, that industrial specialization is most imperfect 
and that millions of persons follow more than one occupation. 
Thus agriculture is a subsidiary industry with many and some 
combine with it trade, trnsport and money-lending. The Burman 
" is stated to be proverbially versatile in this respect, and it appears 
that the less advanced a community is, the less specialized are its 
economic activities. The census report speaks of dual occupations 
whose intimate association by nature or custom is a feature of 
Indian ruraj life, 'such as money lending, shop keeping and grain 
dealing; fishing, and boat keeping; sheep breeding and blanket 
weaving; cattle breeding and dairy farming; field labour and mill 
labour.' The three essentials of production viz. land, labour and 
capital may be supplied by the same individual or they may be 
contriouted separately by different persons. There are numerous 
people who have nothing but their labour to offer in order to obtain 
a living and they constitute a distinct class of ‘labour.’ Farm 
servants and field labourers avowedly belong to this category, and 
such workers have to be employed in all industries, even those carri- 
ed on on a small scale. There is a floating nondescript population 
in almost all parts of the country which supplies the hired labour 
required on the plantations, in the mines and in the large-scale 
industries. The economic value of the work done by women is not 
ordinarily recognized, but apart from domestic functions, they 
usefully co-operate in agriculture and cottage industries and 
likewise earn a living as independent labourers employed > in 
factories, large and small. 

Wage-earning labour in its simplest form can be easily distin- 
guished in ‘organized’ industries in which the workman plays his 
characteristic role as contributing one of the three factors of produc- 
tion and receiving a contractual remuneration for the work done. 
This wage system is the outstanding feature of the modern organiza- 
tion or industry, and it is gradually spreading in India,- An effort 
/ so 
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has, therefore, been made as part of the general census, to obtain 
detailed information relating to organized industrial establishments, 
and useful results have been obtained. For the purpose of this 
enquiry, an ‘ industrial establishment’ has been taken in the latest 
census to mean “ any premises wherein, or within the precincts of 
which ten or more persons are employed on separate remuneration 
in any process for making, repairing, ornamenting, finishing or 
otherwise adapting for use, for transport or for sale any article . or 
part of an article”. The following are interesting details regarding 
labour employed in organized industries: — 

Industrial Census. 


Industrial Class. 


Numbers in 
000’s 


Percentage 


ALL INDUSTRIES 
I — Growing of Special Produots 
II — Mines 

III — Quarries of hard rocks 

IV — Textiles and connected Industries ... 
V— Leather &c. Industries 

VI— W osd &o. „ 

VTI — Metal 

VIII— Glass and Earthenware 
IX — Chemical Produots 

X— Food Industries 

XI — Industries of Dress 

XII— Furniture Indnstries 

XIII — Building 

^TV Construction of Means of Transport 
and Communication 

XV -Production, application and tranamis- 
=ion of Physical Forces 
XVI — Industries of Luxury 


26,81 

8,21 

2,67 

27 

7,73 

14 

3S 

1,70 

82 

1.09 

1.10 

12 

7 

30 

1,55 

J5 

56 


100 

30-6 

10-0 

1-0 

28-8 

•5 

V2 

6'3 

3*1 

4-1 

4-1 

•4 

•3 

1-1 


5'8 


•6 

n 


47 Agricultural Labour: — India is a land of villages which 
number about seven lakhs and are scattered all over the countr) « 
To be exact, out of a total population of 31,60,17,751 souls, a* 
many as 28,35,98,975 (nearly 90 per cent.) live in 6,85,622 units of 
rural territory as compared with 3,24,18,776 residing in 2,313 unit 3 
of urban territory ; more than 22 crores of persons derive their 
ivmg from the cultivation of land ; 10 crores are directly associated 
h agriculture and as many as 3 \ crores out of the latter are woffle 15 ' 
® crores » actual workers number 71 crores, less than 2\ crore- 

fair I 3 number bein S women. A little less thau 2\ crores # 
fcJT ^ abourers inclusive of about one crore ® 

n ‘ts supreme importance in the life * 
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people, the agricultural industry appears to be in a deplorable state of 
disorganization and fluidity, and it is not easy to ascertain the 
exact position of labour engaged in it. The information supplied 
in the census reports, though collected and compiled with great 
care, does not help us much on account of the complexity of the 
legal status and the economic relations of persons connected with 
and working on land. As regards the agricultural labour represent- 
ed by the peasant proprietor and the steady farm worker, there is 
no question about its being most patient, assiduous and skilful. 
The labour of such a land-owning farmer as also of the permanent 
or semi-permanent tenant of a zamindar, must be distinguished 
-from that of a landless worker who hires himself out to another and 
is a seasonal and casual labourer or is an annual tenant. The 
latter often owns a piece of land himself and works both on it and 
on the farm of a local landowner. This landlord-cum-labourer does, 
besides, other kinds of work ; plies his cart for hire and markets 
field produce. The women of the house also work in the fields in 
a similar manner, Women labourers are employed for weeding, 

- harvesting and other simple operations. They look after and milk 
cows and buffaloes, and make cow-dung cakes which are sold in 
the neighbouring town ; and milk, grass and firewood are also 
similarly taken for sale every day. Agricultural labour is thus 
mostly seasonal and not specialised as in western countries, unless.it 
is continuously employed on a farm in one capacity or another; 
and spinning, weaving and other simple trades are also carried 
on under the roof of the cottage with the help of paid labour. 
Complaints have recently been loudly made by landlords that 
farm-labourers have grown more lazy and indifferent and that 
while there is an increase in the rates of wages, efficiency is 
deteriorating. Increased demand for all kinds of labour outside the 
village, migration and urban influences are largely responsible for 
this tendency. 

The impression has long prevailed that the Indian cultivator 
is a very indifferent worker, dull-headed, unenterprising and ineffi- 
cient ; but it seems to be derived from the fact that his holding ' is 
often too small to be economic, that he is nearly always without 
capital, without good implements and manures and without those 
other characteristics which give a farmer . the appearance of a pro- 
gressive and capable worker. Latterly, however, the Indian culti- 
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vator has come to be better appreciated* and it is stated that in the 
art of agriculture he has little to learn, except, of course, the new 
methods which scientific progress has taught. Dr. Vo sicker, con- 
sulting Chemist to the Royal Agricultural Society of England, who 
was deputed to make inquiries and suggest improvements m 
respect of Indian agriculture more than a generation ago, stated 1 
as his deliberate opinion that ' the ideas generally entertained . w 
England and often given expression to even in India, that Indian 
agriculture is, as a whole, primitive and backward, and that litt e 
lias been done to try and remedy it are altogether erroneous. 
The earlier attempts to foist on the cultivator crops and imple- 
ments of western origin without regard to the conditions in which 
he had to work, proved a failure and the discredit fell to the 
share of the poor Indian agriculturist. It took the experts 
several years to realize that improvements in the methods of t' ie 
Indian cultivator were possible only if they were introduced m a 
practical, cautious and sympathetic spirit. The 'perfect picture o 
careful cultivation, combined with hard labour, perseverance an 
fertility of resource,’ to which Dr. Voelcker testified from persona 
observation, is to be seen even to-day all over the country ; an 
what the industry badly needs is better organization, adjustment 
to changing economic and social conditions and the suitable applied* 
tion of scientific and technical methods calculated to improve the 
productivity of land and efficiency of the labour working on it. 

s 


H8 Handicrafts; — The Indian village is generally sslf~ c0,) " 
tained except where it has been brought into close contact with the 
outside world by the railway. The improvement of the means o 
communication, the importation, of machine-made goods and their 
diffusion throughout the country have, however, disorganised the 
self-sufficing organization of villages. The hereditary occupations 
of the inhabitants of villages are calculated to supply almost all the 

necessaries of life, and the labour involved in them is special^' 


must tpfJv, Tl 0UZ beforo the stage was passed of considering that the tVe 
oZo on ^ that th0 East ^ nothing to teach the West. Real pr°S«J 
tural practical- roa '' Z3 ^ *hat in India we havo to deal with an„ asr j 
which ^ro j ;d 0 ',T h, ' C ^ ha ' 1 te ° a buUt up oa ^0 traditional custom of years and >n 
reasons for wh’cK ** UI1Q sP rQ ssed and unexplained, deep scientific principle 3 * 
damn 5 tlnckonna ° ° B 7 sradually.be elucidated.”— " Agriculture in India 
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being, in most cases, a caste or communal function. But the village 
organization is fast undergoing a change. The hereditary skill of 
several classes of artisans finds a steadily diminishing demand ow- 
ing to the introduction into villages of machine-made articles, Indian 
and foreign. They are thrown back upon the land which some of 
them own and thus press upon the soil except when new tastes and 

wants provide them employment in their old industry adjusted to 

changing circumstances or they find employment outside the 
village in new industries and trades. The caste of each worker 
determines for him the occupation he will follow. 1 hough some 
people will disdain to touch the plough, ‘it may be noted that agri- 
culture, including field labour, is the occupation , which lias drawn 
away most of those who have deserted their traditional calling'. 
There arc again, various occupations, which are not specially ear- 
marked, such as service under Government or private employers, 
house building, transport, tlie learned professions, trade &c. which 
persons of all castes seek to follow; and with tlic spread of education, 
the competition for employment in these directions will become 
increasingly severe. Struggle for existence, contact with western 
civilization and spread of education ate great solvents; and they are 
loosening the rigidity of caste organziation. Thus the higher classes 
among the Hindus, e.g. the Brahmins have taken to trade, and such 
occupations as tailoring, watch-repairing, metal work, type-setting 
and printing, weaving, engine-driving, carpentry, shopkeeping, &c., 
arc no longer, barred to them. Owing to a lack of demand for their 
goods, the hereditary skill of several artisans has deteriorated and it 
is only to satisfy the simple wants of village people or the artistic 
tastes of the wealthy few that rural and urban craftsmen ply their 
industries. 

The artistic and elaborate industries are naturally more com- 
- mon in urban than in rural areas as a greater variety of commodities 
and articles of luxury have a special demand there. Labour 
connected with the making of gold thread and rich cotton and silk 
dhoties and saries, of brass and silver vessels, of jewellery, of toys, 
of bangles, of carpets and such other goods, is found in towns, 
large and small, while in villages artisans, craftsmen and labourers 
are engaged in turning out rough articles of every day use. The 
weaver plies his handloom under trees in front of his hut and the 
potter turns his wheel in the open space before his hovel. The 
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blacksmith works at his anvil and forge to make and repair the 
carts, implements and tools of the village. The carpenter, the 
rope-maker, the oil-presser, the leather-worker and the '.shoemaker 
are likewise in request and supply the simple wants of the rural 
folk and of the agricultural industry. Female workers are employed 
in the fields for weeding, picking and reaping. But except in some 
provinces, ginning and spinning are no longer the regular domestic 
occupations of women as they were before the advent of 
machinery. Most of the craftsmen in the village are autonomous 
workers but they need assistants, and this kind of labour is hired, 
either by the day or by the year. In the old village organization, 
artisans and craftsmen were, so to say, public servants and were 
expected to supply their labour to farmers in return for 
remuneration given to them in kind according to a fixed 
schedule. This system prevails, to a certain extent, in villages 
even at the present day.' Slaves and serfs are frequently 
referred to in the Dharmashastras 2 and other ancient works, and 
the institution of serfdom continued down to recent times, fa 
several parts of the country there are agricultural labourers who 
can be hardly distinguished from serfs. They are in the iron grip 
of the landlord who has advanced to them sums of money required 
by them to defray the expenses of marriage and other ceremonies. 
And as repayment of the debt is practical^ impossible, the labour- 
ers become attached as serfs to the estate of the master. They 

receive from the landlord-cum-money-lender a stated amount of food, 

clothing and cash per year and become hereditary serfs. The 
' Padials / 3 of the Madras and the ‘ Halis’ of the Bombay Presidency 

are serfs of this type and under other names they are not an un- 
common feature of village life elsewhere. Though these labourers 
are commonly associated with agriculture, that being the principal 
industry of the country, they are also found in other industries and 
in domestic service. <Veth’ and 'begar’ or forced labour has noW 


1 Sob T. N. Atro’s 'Gavra-gada’ in Marathi, 

2 Manu, VIII, 413-415. 

into hoMdTtafr aC Villa S e3: —"A 'padial' is a sort of serf who has f a! 

original a 0 ht L, * 6 ® d * nca ° Q 1 lana ° wn « by debt. In almost every case 
or morA fr ^ 0 borrowed by a landless man to solemn^ 0 

T moro fcoquantlv. that n f „ .. borrower under! 
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generally disappeared except where landlords can still play the 
village tyrants. 

99 Organized Industries Even in Western countries 
where the factory regime is in full swing, we witness in industries 
what is called a 'regressive evolution’ ; and manual labour, assisted 
perhaps with improved tools, is often preferred to work done with 
the aid of machinery. In India, as a whole, the machine is the 
exception and manual labour the rule, in spite of the fact that in 
large centres like Bombay, Calcutta, Cawnpur, Ahmcdabad and 
other towns, numerous factories of the modern type have been 
established. But there is an unmistakable modernising and mech- 
anising tendency visible on all sides. Machinery driven by power 
is being installed in many petty towns and is fast displacing manual 
labour engaged in small industries. The operatives employed in 
factories have, of course, to do work of a different character from 
that done by those engaged in agriculture, the domestic industries 
and the handicrafts. Some of it is, indeed, highly skilled and its 
efficiency is considerable. The organized industries are connected, 
under the system adopted in the census report, with (1) the grow- 
ing of special products, (2) the extraction of minerals and (3) the 
manufacture of material substances. Statistics relating to these 
have been already given on a preceding page. It may be noted 
that at the time of the census of 1921, in 15,606 industrial estab- 
lishments in the whole of India, employing ten or more persons 
each, there were 26,81,125 workpeople in all, which is about 8 per 
mile of the total population. Of these 26-8 lakh persons, about 
20.1akhs were men, and of them, more than 6* lakhs were returned 
as skilled workers. Out of 6 ' 8 lakhs of women only 57,500 were 
skilled. There is practically little skilled labour on the planta- 
tions ; its proportion rises to 43 per cent, in textile industries and is 
over 50 per cent, in the metal and machinery workshops, Among 
skilled workers the ratio of women and men is 1:12; but it rises 
to 1 : 2 in work where special skill is not required. The proportion 
of children among unskilled labourers is one child to every seven 
adults. The highest proportion of women is to be found on the 
plantations, viz. 94 to every 100 men aud there the children are 
nearly one-fifth of the total- number of adults. 

Most of the labour employed in the organized industries is 
drawn from neighbouring and even distant parts of the country. 
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Centres of industries, which are fixed by the proximity of the raw 
material or fuel, are not able to supply locally the large n 
of workmen needed, and in many cases, the local population 

not possess the necessary aptitude and the desire for v,or _' 
tea plantations in Assam, the jute mills near Calcutta, the 
mines in Bengal and Beliar, the iron mines and steel av o® 
Behar and Orissa and the cotton mills in Bombay and 
attract to themselves immigrant labour from far and near, t ‘ 
of the workers have their bits of land, perhaps the common P 
perty of a joint family, and they return to their rural homes 
the rainy season. They lend a helping hand to the folk at home 1 
agricultural operations and on the close of the season return 
their urban occupations. These migrations disturb the work o 1 
factory and the employer is annoyed by the absence of so immy 
hands at regular intervals. The operatives are not incline 
settle permanently in or near the towns, as their attachment to 
native village is too strong for this and the conditions of urban 1 
are not sufficiently attractive. Nor can they stick to their ru 
homes as they must go out to earn enough to supplement 
scanty and precarious income yielded by the village land, 
amphibious character of the Indian factory worker is an interesting 
feature of our industrial organization and possesses great econo® 1 
significance. It means irregular and inefficient labour, the rmg®‘ 
tion of the rural population from the free air of the country 
to crowded towns, the inability of agriculture to support l« r § 
numbers among the rural population and the superior .attractions 
of urban money wages. 

It will be useful if we give details in connection with a 
typical organized 1 industries. The most striking illustration wit 
reference to the organized production of crops is that of the ^ 
tions on which tea, coffee and rubber are grown on a large sen ® 
The tea gardens, most of which are in Assam and Bengal (and ooi 
a few are in Madras and Travancore ), employed in 1927, 8,66, 
persons of whom only about 67,445 were temporary han ® p j 
Assam, which is responsible for neraly three-fourths of the t° 
number, draws its labour supply from the neighbouring prov® ce -' 
the hill tnbes taking a share in the heavy work. The proportion 
vcr >' lar « c and children are employed. Indian coal m® 

§ mplovmontto about two lakhs of workmen of whom ®° 
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than 50,000 are women and a little more than 1,400 are children, 
Over 60 per cent, of the labourers are employed in the mines in 
Behar and Orissa and are recruited from the adjoining districts and 
provinces. It is stated that 'for many miles around the coal fields 
many of the villagers follow a dual occupation, working in the fields 
in the season of planting and harvesting and cutting coal for the 
rest of the time.’ Amongst the miners, that is, skilled coal cutters, 
the Santals are stated to be themost numerous andthemostefficient. 
People of all tribes and castes appear to flock to the mines. The 
census report says that 'there is no sign of a class of hereditary 
pitmen divorced from agriculture coming into existence' and 
that ‘to induce a family to settle, they must be provided with 
land for cultivation,’ which is not possible in some of the coal 
areas. While, therefore, coal miners have tended to form a 
hereditary caste in England, there is a promiscuous mixture of 
castes and communities in the Indian mines. At the Jam- 
shedpur steel works, the more highly skilled labour is recruit- 
ed from distant parts but the ordinary labour is drawn from the 
neighbourhood and the Central Provinces while a good many of the 
Khalasis or the superior type of coolies come from Orissa and the 
neighbourhood of Vizagapatam. The Hos, the Santals and the 
Bumij, among the forest tribes, have acquired a good deal of skill 
in some of the operations of the industry. The cotton textile in- 
dustry claims above 1,500 establishments employing 20 and more 
persons each and the number of workers is over 4 £ lakhs. More 
than half of these are in the Bombay Presidency. The Bombay 
mill operatives are stated to be more skilful and intelligent than the 
Bihari immigrants into Calcutta and consist mostly of Marathas 
from the Deccan and Konkan, to a certain extent of Konkani 
Mahomedans and Julhais (Mahomedan weavers)- hnd of a few 
men from Central India. The labour employed in the cotton 
gins and presses in Northern Deccan, Berar, parts of the Central 
Provinces, and in Central India, is, for the most part, local and sea- 
sonal and unskilled. The supply of fitters and engineers is fairly 
plentiful there and the same labour conditions prevail in the cotton 
areas of the United Provinces, the Punjab and Madras. 

50 Traditional Training:— In the case of the old industrial 
arts, as we have pointed out before, there is yet much surviving 
skill and efficiency, but these have little scope for expansion, and 
Zl 
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with a steady diminution in the demand for products of indigenous, 
manufacture, they are slowly but surely disappearing. The need 
of new industries and of a modification of the forms of the old ones, 
is being keenly felt, and it has become necessary to adjust technical 
and industrial training to the changed'circumstances. The traditional 1 
method of industrial training in India is very largely similar to 
the apprenticeship of the Middle Ages in Europe. A craft, being 
hereditary in the family, is picked up by the boy from his father or 
an elderly relative or a master craftsman to whom he is apprenticed. 
A learner in India, be it of music, of handicrafts or of trade, must 
begin by doing very humble services in the house of the master 
and must proceed by slow stages, watching and being directed as 
he goes on. The pupil rarely pays anything for being taught and 
may earn something from his master as the latter receives assistance 
in his work. When the training is over, the apprentice sets up inde- 
pendent business or becomes a partner or a permanent worker in 
the master’s shop. 


This system answered well in the past, but it no longer suits 
the changed and changing economic conditions in India. The 
workmen are not thereby enabled to keep abreast of the times, the 
quality of their work lias deteriorated and the products of their 
industry are fast being supplanted by imported articles. Except in 
a few cases, they can neither adhere to the traditional system n° r 
avail themselves of the advance the world is making in improved 
mechanical processes. The bulk of Indian workmen are ignorant. 

ej can not understand the changes that are taking place ah 
around them and can not be expected to adjust their activity and 
skill to the altered environment. They are also extremely poor 
their lack of means is another serious obstacle in their way. The 

handloom weaver is a typical example of this deplorable condition 

and it is a serious problem how to rehabilitate him. The duration 
an nature of industrial training must vary from industry to industrj 
and from industrial grade to industrial grade. Most of the instrixc- 
, ° n . requir j n " manual dexterity and the exercise of the imagination 
or ° a severel y practical nature, received either in the hontf 
he place of a master craftsman. This method of trains 
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can not but prove unsuitable where improved processes and 
machinery are coming to be used; and greater productivity and new 
industrial operations require a different system of training, practical 
and theoretical. 

51. Present Requirements It is inevitable that in the 
steady process of economic evolution now going on in this country, 
the hand workers should have to abandon their old callings and that 
improved and new industries should take the place of the latter. 
Their displacement from hereditary occupations to which they were 
born and bred, naturally excites sympathy but they can not be 
simply preserved as the relics of a bygone age in an economic mus- 
eum. The young generation of the hand workers must be educated 
and trained in new methods and processes and must be taught to 
use improved tools and machinery. Only in this way can these 
classes of workers in India be enabled to keep abreast of the times 
and be efficient agents in the production of wealth. Even though 
they may cling to their particular callings allowed by caste pre- 
judices, they may be given scope for improvement in those very 
callings and thus be enabled to make a living and stand outside 
competition. Or, they may be trained to work in factories where 
their inherited aptitude may be suitably developed into up-to-date 
efficiency. Workmen of this type do find employment in mills and 
factories and are able to earn high wages. They also can steadily 
rise to higher positions and become foremen and even managers 
and employers. This will certainly mean the transformation of 
autonomous workers into wage-earners. But failing the rehabilita- 
tion of craftsmen in a comfortable position, that alternative is 
preferable to stagnation and starvation. 

In textile mills, mines, factories and railway, workshops, a 
training suited to the different trades, is essential to make efficient 
workers, and in India as in other countries, honest, active and 
intelligent men are promoted to responsible and remunerative 
. places. But in this country, the higher and the intelligent classes 
usually take to the learned professions and the too literary charac- 
ter of our education has created a large amount of unemployment 
among them. A number of technical schools do exist and some of 
their products secure employment in the factories. An adjust- 
ment between industries and technical instruction has not, 
however, taken place, and there are numerous young men who 
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have received technical education but fail to secure suitable employ- 
ment, while there are several trades which will improve if more 
trained hands are employed in them. There is a popular demand 
for the establishment of technical institutes, large and small, in all 
parts of the country, and there is a complaint on the other side 
that the supply of trained men is already in excess, and that any 
addition to it must increase the army of the unemployed. 

What is urgently required is the reorganization, reform and 
expansion of our whole educational system. The attitude of the 
different classes towards industrial occupations and their ideas o 
social status and relations will likewise need adjustment. As the 
hereditary occupations fail to yield a decent living, the youth ol 
the country of every caste and community must be equipped for new 
careers. The diffusion of primary education, the starting of techni- 
cal and industrialschools and the provision of mechanical training f° r 
factory operatives, must be undertaken on a liberal and comprehen- 
sive scale and nothing must be left to custom or to chance. The 
problem of national education has been or is being solved in 
Germany, Japan, England, Austria and America, but in India ve 
have long drifted and even now when the lessons of the war w 
this connection are being taken to heart everywhere else, we are 
not moving sufficiently fast.’ Each individual citizen must g° 
through a suitable system of education, his faculties must W 
developed and the best that is in him must be drawn out to >3 

own and the public advantage. 5 Technical scholarships are gh® 
by Government to qualified young men to enable them to acquu 
industrial training in western countries ; and it is expected to 
more in this as in other directions. 

Social and political conditions in India have combined to crC ‘ d _ 
the unfortunate impression that education in schools and coH e S e 

1 See Viscount Haldane’s paper on National Education in * Aft f 
Problems and an aooount of the German system of education in Bad V 
Howard s Becent Industrial Progress of Germany.’ 

= whicl1 b; ‘s tended in the past to delay tho progress of J. 

od lb Bve opment has been tho ignorance and conservatism of the un j B 
‘ W Th ?^ence tendered by employers was almost 
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has only one goal viz. government service and failing it, some libe- 
ral profession. Prevailing middle class unemployment has opened 
public eyes to the gravity of this mistake and is supplying a much- 
needed antidote to the tendency to hanker after clerical and admi- 
nistrative posts. But as education spreads, even youths belonging 
to the agricultural and artisan classes are thrown into the service 
market, unemployment increases and old industries and trades are 
neglected. In this democratic age, caste and class distinctions are 
being obliterated, and while this is a desirable tendency, tlie-present 
competition, reinforced by communal and caste feeling, for clerical, 
administrative and literary jobs is responsible for considerable waste 
of energy and misdirection of effort. This is indeed a phenomenon 
of a transitional stage in the nation’s political and social develop- 
ment, but wisdom and statesmanship require that the situation 
should be boldly faced and a correct turn be given to our educa- 
tional and public policy. The importance of careers in industry 
and trade must be emphasised and opportunities must be provided 
to the youth of the country to strike new paths of employment. 

52. Technically ^Trained Men *. — The view is held by 
many that “ if it is admitted that in every other: country technical 
education has followed the organization of industries, or grown up 
alongside with them, and may be said to be the necessary comple- 
ment to industrial efficiency, it is obvious that in a country where 
few industries are established, the wholesale education of Indians 
could only result in an excess of young men trained up for posts 
which do not exist, and for whom no suitable occupation can be 
found.” Employers of. trained labour likewise assert that the men 
produced by the technical institutes are not suited to the kind of 
work they are expected to do in factories. The men, it is said, 
want high salaries, even from the very start, and are averse to 
working with their hands. They are, therefore, condemned by the 
employers as unfit for the work for which there is a demand. For 
the higher kind of work they are not wanted and for the loweT 
grades of labour for which there is a demand, they are not suited. 
This is the burden of the criticism which employers had to make 
to Lieut. Colonel Atkinsou and Mr. Dawson who were 
deputed by Government to make an inquiry into the subject 
years ago, and the situation does not appear to have materially 
altered since then. The complaint extends to the sons of artisans 
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who receive an education beyond the primary stage and it is stated 
that the spread of education among the artisan classes tends to 
bring manual labour into contempt, leading the young men to ior- 
sake their family callings in favour of clerical work. 

Opposed to this view is the other according to which employ- 
ers of labour in India have a strong and by no means an unsel s \ 
prejudice against technically trained men and that they waut to 
employ low-paid workers. Even in western countries and un er 
modern industrial organization, specialized operations have become, 
as it were, the economic functions of castes and the tendency is 
being strengthened by trade union regulations. Employers state 
that in order to be an expert maker of steel, paper or tinplate, a 
man must be born to the trade or in.any case, he must enter it as 
a child and must grow in it. There are two chief grades of men 
that must be considered here, (i) those who work with tools an 
tend machines and (2) the foremen and supervisors. The products 
of technical institutions aspire to join the ranks of the latter. If ,s 
contended that for them u even in existing conditions the field or 
employment is large if the exclusiveness of some of the employe* 3 
is overcome," and that “ the growing mills, the' business houses, 
the banks, tlie engineering firms and a host of other special institu- 
tions that could be named could employ for years to come almosta 
the material turned out by the technical institutions, either n oW 
existing or which may be started in the course of the next few years- 
The ultimate economic advantage of emploving intelligent, train® 
workers is not appreciated by employers who are carried away W 
the immediate cost in rupees, annas and pies. The tendency 
noticed among artisans' sons when educated, to treat manual labour 
with contempt and to prefer clerical work, wherever it is seen, . 
correctly attributed to the wrong system of education under whi® 
they are brought up and to the wrong social ideals that are pl ace 
before them. 

53. Prospects:— On railways, and in mines, mills, factories 
and workshops, there is undoubtedly a growing demand for tram 
men and in several of them the relatives and the children of m 3 
Workers are trained. The inhabitants of certain provinces and t 

«d Indians tlfnrr * n ' lulry concerning the employment of technical!} tr 

* to on page 165. 
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members of particular castes are declared to be peculiarly fitted by 
nature for skilled factory work and for technical education. Mem- 
bers of the artisan classes are preferred by employers, and as a matter 
of common practice, “the men required in the textile industry were 
men recruited from the lower classes and educated up to about the 
middle standard— men who were accustomed to hard work by tradi- 
tion and had not been spoilt by too high education.” Employers 
express their readiness to take up apprentices if young men of the 
right type are willing to learn under the conditions offered, 
and suitable provision may also be made for technical education 
in special schools or institutions attached to factories. But 
they are not enthusiastic with regard to this subject and 
have no regular schemes for admitting and training apprentices. 
Employers do not naturally like to open their doors to men who 
will run away after being trained or will expect treatment which 
can not be extended to them. But large-scale industries can not 
be successfully carried on in India for a long time if they are to 
depend on imported labour in the higher ranks. The new 
school of railway transportation which has been recently opened at 
Chandausi is intended to provide practical training, by means of 
periodical courses, to the subordinate staff of railways, in actual 
train, station and yard operations. This is notliing compared to the 
needs, of the situation, and the work will have to be done on a 
much bigger scale ; and Indiauization is required as much in our 
industries as in the government services. 

The spread of elementary education is the first need of the 
country, and that system must be linked up with general technical 
and special industrial education . With intelligent and trained labour 
several of the existing industries may be improved and rendered 
profitable, while the efficiency of new and modern ones may be 
materially increased. The beneficent effect of elementary educa- 
tion upon the efficiency of labour has been admitted on all 
hands.' Tor the higher grades of workers a little more education 
and actual experience in factories combined with technical training, 
is needed. And as to the work of supervisors, managers and organi- 
zers, technological institutes of a higher type like the Victoria Jubilee 
Technical Institute in Bombay and special schools and colleges like 


1 Indian Industrial Commission's Report, Pago 109, 
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the Cotton Institute and the School of Mining at Dhanbad are 
obviously necessary. Men so trained must also get scope for the 
use of their education and ample opportunities for rising to higher 
positions in industries. At the present stage of economic transition, 
the adjustment of training to the varied industrial requirements is 
certainly a difficult matter ; and determined efforts must be made 
both by Government and employers to provide it in suitable \\ajs« 


In agriculture too, special training will go a long way to improve 
the efficiency of the farmer . 1 Agricultural colleges supply a definite 
want, but education in the broader sense of the word will hate 
to be spread among the actual peasants, and provision is being 
made for this by the starting of vernacular agricultural schools for 
the sons of cultivators, notably in the Bombay Presidency. The 
Agricultural Commission has, however, emphatically condemnc 
this kind of vocational school c. g. at Loni, on the ground that 
it is unduly expensive and that there is no real demand for it, wta c 
it has favoured other types, particularly the Punjab system. The 
common agriculturist does possess great skill but this industry can 
not be made more remunerative and productive unless he knons 

;how to apply improved methods of farming. Demonstrations or- 
ganized by the Agricultural Departments and associations, regarding 
the efficiency of improved methods, manures and implements, are 
producing some beneficial effect upon the condition of farming,^® 
greater efforts in this direction are obviously needed. Specialised 
training in forestry, navigation, naval architecture, sericulture) 
fishery and metallurgy has similarly to be provided for in suitable 
coutres. The technical institute at Jamshedpur which trains edu- 
cated youths for careers in the steel industry is a significant cff° r 
the value of which must be widely understood. Two to, three 


. . \ Aat is to say, practice and a certain amount of knowledge, * 

equire J t a man -who drives a plough or cart or who sows or reaps or i rr , 
or weeds; ar.d this skill is acquired in a very high degree by the cultivator » 
haa tf aS 7 , 1,e , lp th£!r fathor and ^arn from him. But the art of aB« ou1t * 
arown tlc . time * ust 88 handicrafts must move: new crops have 

tftimWfcV ° 1 Cr0ps g * ven up * now methods, new tools and now implei 50611 5 . 
cuHWatorcrtr ** se ° ur °. tlie Greatest possible production from the land; an 
self. And so !r°. SOnS about those things which be does not kno {b9 

cultivator’s child ,- 03 nee ^ f° r sotae kind of education which shall tc ° t j , 0 

training they recJk- 8 new knowledge they require without intei feting 
t'on to Economics. thoir fathers.”- W. H. Moreland : An 
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thousand applications are annually received for admission there 
whereas the places to be filled are barely two dozen. 

54, Supply of Labour.— We shall have more to say 
concerning the condition of Labour, urban and rural, in a ‘ later 
part of this boolc. Here we shall notice one or two points only with 
respect to the supply of Indian labour. The general complaint 
about the shortage of labour on the part of employers, has been 
already noticed. Like the Black Death in England, the Plague has 
taken a heavy toll of the lives of the working population during 
the past thirty years. A single visitation of influenza carried 
away, in 1 91 8-1 9, no less than one crore of persons, chiefly from 
among the working classes. These epidemics, along with malaria 
and other diseases which have made permanent homes in the country, 
have produced big breaches in the ranks of labourers. A difficulty 
appears to be experienced everywhere by employers of different kinds 
of workmen in securing an adequate and suitable supply of labour. 
But the fact that workers are not readily available or available at 
the old rates of wages, ought not to be token as an indication of any 
real shortage of unskilled labour in the country token as a whole. 
The labour of artisans such as mechanics, fitters &c. is, of course, . 
scarce, and competent foremen and supervisors are hard to secure. 
But the potential labour supply is unlimited. 

t 

And here we are confronted with the paradox that while 
thousands of coolies have emigrated to distant colonies as indentur- 
ed orfree labourers, milliionsofthe population live alife of semi-starva- 
tion, unemployment is stated to be chronic among large classes ; and 
employers in Indian mills and factories have been complaining of a 
scarcity of labour. But the circumstances in which the emigrants 
go thousands of miles beyond the seas are now only too well known; 
and after all, their number is a drop in the ocean When it is compar- 
ed with the total labour supply in India. In thc'first place, the rising 
prices of food grains and other necessaries, must make labour dearer, 
and employers have no right to expect workmen to be satisfied 
with the old rates of wages. Secondly, though it is not easy to 
induce the ignorant Indian labourer to move out of his village and 
seek employment at distant places, the prejudice against migration is 
seen gradually disappearing. About ten lakhs of Indian labourers 
are to be found working on theTplantations of the various British 
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Colonies, and thousands migrate from one provinceof India to another. 
In the big provincial cities one meets with adventurous people 
belonging to different parts of the country, engaged in a variety of 
occupations, and this ‘invasion’ of one province by the inhabitants 
of another is marked in Bombay and in Bengal and particularly in 
Calcutta. New industrial towns like Jamshedpur are truly cosmopoli- 
tan; and economic necessity appears to exercise as powerful a unify- 
ing and nationalizing influence as the political. The old local 
equilibrium between demand and supply has been disturbed almost 
everywhere, and labour can no longer be obtained on terms to which 
employers have long been accustomed and which they are naturally 
reluctant to raise. The allurements of the town and the city, draw 
off a growing stream of labour from the rural parts for the major 
portion of the year, and it bears the stamp of provincial and caste 
peculiarities. In Iris report on British trade in India, Mr. Ainscough 
refers to the ‘startling fact’ that in a country with a population of 
over 313 millions, whose standard of living is extraordinarily l 0 ' 7 ' 
there should be a dearth of labour for new ventures, and explains 
that it is difficult to obtain a permanent industrial class attached to 
one industry from father to son out of a population of cultivators 


India is not reall y one f 

ine the nrc^ ^ of cxcess - The view we have expressed regard 
of the E r ° n ’ finds ample c °»firmation » the conclusions 
supnl of i ° n Agficulture * relating to the 

Swv L ^ a - 3ab0Ur> 11 says no province erf 

shortage n r , S f am ’ 13 tb f re an y indication of a serious genera„ 

Presidency * n a belt stretching from the Mftd ra ® 

Provint^g^fifp 8 ^ n0 T* b through Bengal, Biirnr and the United 
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bers who Wa Famme Commission of 1880 that “the num* 
in excess af-svlT ° 1Cr emplo ^ ment than agriculture are great! 
the land ’’ and 19 really required for the thorough cultivation of 
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* n India, with sneebu^?* 011 ° n tbe freG movement of lah° u 
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THE DEPRESSED CLASSES . 


171 


gardens from certain parts of the United Provinces should be 
abolished as soon as possible. The Commission then discusses 
the possibilities of overseas emigration and concludes that 
apart from Ceylon and British Malaya, British Guiana alone offers 
scope as a hopeful outlet. Emigration of “assisted* Indian labour 
is now strictly controlled by the State by the Act of 1922 in the 
interest of the emigrants. 1 

55. The Depressed Glasses '.—From the nature of the 
sourcesof labour supply, which India’sbig organized industries are tap- 
ping, it is clear that the potential reserves of the country are immense 
and are to be found, besides the ordinary unemployed agricultural 
population, among the wild tribes, classes known as the depress- 
ed and the untouchables and the people that lead a vagrant life and 
subsist on mendicancy and crime. For centuries, these have been 
relegated to a condition of hopeless degradation and demoralization, 
and on account of the strong religious and social prejudices against 
them— -the result of historical causes— they could not be counted 
upon to man the labour force which is required to carry on new 
industries started all over the country. Standing on the lowest 
rung of the ladder of the Hindu society, the untouchable classes 
have no religious scruples which hamper the migration of the higher 
castes to distant provinces and abroad and which may forbid them to 
do work regarded as mean and degrading. Large numbers of them, 
therefore, go as coolies to Ceylon, Burma and Federated Malay 
States. Among these classes, we have an unlimited potential source 
ofkbour power and as their number is estimated in the latestcensus 
report at Si to 6 crores, which is one-sixth of the total population 
of the country, Indian industries need not suffer from a shortage of 
workmen. Caste prejudices against the employment of these people 
who have little scope for honest work and opportunity to imporve 
themselves, will die out and ought soon to die out, and economic 


t Indiana residont overseas bat within the limits of the British Empire (the 
number of residents olsowhero is estimated at about one lakb), are distributed 
thus : — 


Ceylon 

8, SO, WO 

Trinidad ... 

,1,25.000 

British Malay, 

0,60,000 

British Guiana... 

1,25,000 

Mauritius 

2,74,000 

Fiji Islands 

61,000 

South Africa... 

1,61,000 

East Africa- ... 

55,000 
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forces will combine with humanitarian and patriotic considerations 
to prevent so much human power from going to waste.' , t 

The movement of political reform which has gathered great 
force since the outbreak of the war, has compelled public attention 
to the rights of the suppressed and the fallen and to the question 
of the uplift of the depressed classes. As their disabilities are 
steadily removed, they will make an increasing contribution to the 
labour power of the country. Their sense of self-respect has been 
roused and there is to-day an upheaval among the depressed clas- 
ses all over the country, their representatives being nominated to 
municipal boards and legislative councils. The members of the 
depressed classes who are shunned by high class people, are found 
to become respectable domestic servants and operatives and to do 
work that requires intelligence, perseverance and trustworthiness. 
To-day they are in an extremely wretched condition, their habits 
are filthy and their surroundings are forbidding. Several of them) 
however, have been the traditional servants of the village commu- 
nity and are characterised by honesty, sturdiness and physio' 1 
endurance. Some of them have lands given to tliem in return or 
village service and are thus cultivators. Others earn a living . 1 
doing stray jobs, and making ropes, baskets and so forth. Tannin 
and curing hides gives employment to some, while others work 
scavengers. The work of uplifting them, which is being carried 
by philanthropic bodies and social reformers, has an obvious ecoa° 
mic significance. Both justice and economic needs require 1 1* ^ 
the depressed classes should be raised from the slough of degm ‘ 
tion and demoralization into which they have been allowed to 11 
The old system of specialization under which the caste of a P erS0 

sed classes /°^ 0Wing statement sberws the approximate numbers of tbe 
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Bihar & Orissa 
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Modras 
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2.000 

9.000 
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3,300 
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Central India 
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Travanoora 


17? 
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9 32 
2,2 61 
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determined his profession, is slowly giving way before the advent 
of the new regime, and the old barriers of caste and prejudice 
being removed, all people must get opportunities to better their 
social and economic position, by doing work for which they arc 
fitted 

Owing to the administrative and economic changes which are 
taking place in the village organisation and public life, the untouch- 
able classes are fast losing their traditional employment. If the}’ 
are, therefore, given education they can be made to take a share in 
the new industrial organization by working in mills, factories and 
workshops. Non-Hindus, particularly Europeans, freely employ 
members of the untouchable classes, as domestic scivants ; and 
when the servant problem is becoming more and more -difficult 
every day, relief may be found in this direction. A Mahnr, a Chamar 
or a Mang, branded with untouchability in the Hindu community, ol 
which he is a nominal member, attains respectability when he 
enters the Christian fold into which he is readily welcomed. The 
loss caused to the numerical strength of the Hindu community by 
conversion to other faiths, has recently combined with political and 
economic motives, to strengthen the movement in favour of the 
uplift of the depressed classes. Besides these classes, again, there 
are hill and forest tribes and tribes known as ‘ criminal scattered 
all over India. The former of these live out of the pale of civiliza- 
tion but they have recently shown a tendency to leave their native 
hills and forests for the plains. Their total number is put down at 
1 6 million souls ; and about 6 million out of them have become 
Hinduized tribes. The criminal tribes lead a vagrant life and are 
a menace to the peaceful population of our villages. , The work of 
reclaiming these people 1ms been recently undertaken by Govern- 
ment, and missionary effort is also in the field. These men must be 
Weaned from their immoral and criminal habits and be made to live 
useful lives. They ought to be taught certain trades so that they 
may become useful members of society instead of parasites and 
habitual criminals. These tribes consist of different castes with a 
history and characteristics of their own. The Chhaparbands were 
once given to manufacturing false coins, but are now earning an 
honest livelihood.* Then there are the Bhamptas who were given 


1 See page 74 above. 

2 See Atre’» Gawagada u> Marathi, 
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to tlie commission of tliefts on the railways, The Gujarati 
Bhats who were also thieves and the Haranshikaries which 
committed robberies are now, along with others, working in mills 
as ordinary labourers. There are other wandering tribes which 
are a nuisance and a menace to peaceful society and they must 
be reclaimed. How ample is the scope for efforts in this direc- 
tion, may be realized from the fact that only about i per cent, 
of the total criminal tribe population in India, reckoned at 4 
millions is at present under instruction and that of the aboriginal 
population, approximately 1 -V per cent, is at school.' 


jO. Economy of Labour Power : — There is a large amount 
of labour power, actual and potential, which may be thus utilized 
to the immense advantage of the country. Some of the classes 
who at present contribute little to wealth-production, have been 
referred to above. There are several besides them who live by 
the profession of begging. With them it is a hereditary calling, and 
they think they can not do and ought not to do anything else. Indians 
are a deeply religious and an extiemely philanthropic and charitable 
peop e and very often it is not a discriminating charity they practise. 

us pietj andthe widely prevailing prejudices are exploited by many 
a men icant who does not regard begging as disrespectable. The 
ta r CS , Various forms > more or less associated with the 
the diffnitv^nf i°i 1 1C pec T ie ' ^ ost °f the mendicants do not know 
to earn thr f ^ preten d to feel offended if they are asked 
Ire not t 1 the sweat of their brows. Someofthem 
Sadhus who i lQna ^ anc ‘ ot b er crimes too. The so-called 
industrious are' ^ r ° m 0ne sbrine to another and live upon the 
priests have , ? reat P rob5em> The idle lives led by monks and 
and the abuse ^ & revulsion °f public feeling in all countries 
P f° r lelief 5n well-known. The 

towns will creduIit 7 and charity of ' villages and 

the struggle for ^ their ? os!tion § ettin g more intolerable m 
but to-dav thev rer, S enCe wbicb is becoming keener everyday; 
to improve the mucb wasta S e of labour power.- H°' v 

i 3 a question win' i raabe them useful members of society, 

cnees. it i s a V 1C is being tackled by Hindu Sabhas and confer- 
feced by the community 6 ^ difficult Problem and must be boldly 

1 bidla uj 1920> 
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Gaste restrictions which prevent persons from taking to a 
trade to which they are not born, also involve waste and loss of 
efficiency. Supply of labour does not readily respond to demand, 
and the productive power of the country suffers. Occupations 
which, in other countries, are indifferently pursued by all persons, 
are, in India, confined to particular castes, and are looked dow n 
upon as inferior and debasing by others. The exclusiveness and 
pride of caste are so strong that workers belonging to asocial group 
or sub-section, feel degraded if they are called upon to take to a 
trade followed by others. Mahomedans and other non-Hindus arc 
not, of course, hampered by such restrictions, and they are seen 
easily adapting themselves to the situation. But as we have observ- 
ed before, caste distinctions are gradually becoming less rigid in 
the economic sphere, where disturbing and dynamic forces are 
leading to individual freedom and emancipation from caste control, 
though socially the restrictions are still effective. The employment 
ol women and children in organized industries is surrounded with 
risks and has to be strictly controlled and regulated. Women in 
India take their share of manual work in agriculture and the cottage 
industries; and it will be a valuable accession to the labour power of 
the country if their assistance is secured on a larger scale, with proper 
safeguards provided. Social customs in India are indeed restrictive in 
this regard but it is doubtful whether imitation of the West here will 
be beneficial to the community in the long run. It is an unwarranted 
exaggeration 1 to say that the women of India, taken as a whole, do 
not make their proper contribution to the flow of economic life. As 
a matter of fact, they are efficient help-mates of men folk in rural and 
urban areas and actively participate in outside as well as domestic 
work. 

The substitution of machinery for manual work is another source 
from which, through the economy of labour power, what practically 
amounts to an accession to the ranks of operatives may be looked for 
in an increasing proportion. Machinery and improved tools will set 

1 “There is a vast •waste Of female labour, due primarily to custom and 
prejudice. In most other countries the proportion of female labour to' the whole 

is high ; while its efficiency is equal to the tasks performed The Punjab 

dlsoards what in England and elsewhere is an absolutely neoessary element in 
the maintenance of their oivilization. The fact that there are tribes,, such as 
Brabmaus and Rajputs wbioh do not allow their women folk even to work in the 
fields is alone suffiolemtto explain their poverty".— Calvert: "Wealth and Welfare 
in the Punjab," 
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free for employment much of the labour now engaged in hecuyi 
unskilled and exacting work. A machine driven by steam, gas or 
electricity, does as much work as a number of human workers an 
this constitutes a distinct saving of labour and a measurable gam 
in productivity. The oil and flour mills, the pumps for drawing up 
water, the sewing machines, the sawing and husking mills, t re 
power looms and a host of other mechanical appliances are as 
displacing manual labour and are thus adding to the supply o 
labour power. The use of machinery has its disadvantages , u 
the compensating gain in a country which wants a larger production 
of wealth and the promotion of material prosperity is an importan 
consideration which must be given due weight. It must also bo 
borne in mind that while displacing labour in one direction, 
machinery creates demand for it in others. 


57, Adaptation to Needs:— Labour is a primary and active 
agent of production, and the advance of human civilization has meant a 
progressively economical use of that factor. We shall show, in the next 
chapter, how the productivity of labour is facilitated by the employ - 
ment of effective aids in the form of tools and implements. A fl iven 
amount of physical power will yield more work when exerted in 
collaboration with the above instruments and the forces of nature on 
various raw materials. From the flint and the bow and arrows 
used by the savage to the most powerful and delicate machinery 
driven by electricity, which supplies necessaries and luxuries to 
the civilised man of modern times, there has intervened a continU 
ous course of adjustment of labour to expanding needs. To make 
labour go the farthest in wealth-production, is the essence of 
material progress, and consequently careful training in new eco 
nomic methods of work is a condition of improvement. The ” 
dian labourer can no longer be content with working at the 0 
world instruments, — the wooden plough, the spinning wheel « n 
the hand-loom of the ancient pattern, the potter's wheel, the gr»* ' 
mg stone-mill, the bullock cart, the leather water-lift 
wooden oil-press. Improved models of these or altogether ne 
modern implements and machinery have to be used, and the work- 
man ns to get himself trained in their manipulation. 

in ., the quantit Y an( l the variety of goods. consum®^ 

numerous • “ ecessitates the minute division of lab0 “ r l 
ndustnal operation^ The ordinary craftsman in Iu dm 
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still responsible for the production of ft commodity in all its parts and 
through all its stages. Amd, as in agriculture so in handicrafts, there 
is not much room for division of labour. Butin large-scale industries, 
operations arc split up and specialized, and skill in performing them 
has to be specially acquired. Hence the necessity of technical and 
industrial training. Even in cottage industries which are well 
organized, division of labour is practicable and useful, c. g. the toy- 
making industry in Gorman} 1, where families and whole villages are 
engaged in particular operations involved in the manufacture of 
dolls, for instance. This brings out the fact that labour efficiency is 
enhanced by improved industrial organization. It is found by ex- 
perience that the educated and the trained worker is more efficient 
than one who is ignorant and untrained. Industry requires different 
kinds and grades of skill and capacity in the workmen, and there 
must be provided corresponding courses of instruction to suit them. 
Technical education lias been defined as “instruction in the princi- 
ples of science and art applied to industries, and in the application 
of special branches of science and ait to specific industries and 
employment " ; and industrial education is intended to secure “ the 
development of ability and skill in the handling of materials, tools, 
machines and products." Industrial progress requires both kinds of 
education to be imparted to the young generation ; and special 
institutions have to be established for the purpose to suit different 
conditions and needs. 

This aspect of economic development has so far not leceived the 
attention it deserves, and there has been practically a divorce between 
education and industry except for the practical home training that is 
available by the old method of apprenticeship. Skilled artisans like 
carpenters, blacksmiths, plumbers and masons ; workers who will be 
responsible for supervision in factories and work-shops such as 
chargemen, foremen, and inspectors ; and managers, superintendents, 
engineers, chemists &c. will have to be given theoretical and practical 
education in suitable institutions and ways. Colleges, schools and 
workshops will have to be provided by the State if Indian labour is to 
gain the efficiency so badly needed for the development of industries 
in the country and the economic improvement of the people. Mining, 
metallurgy, forestry, pottery, textile industry, chemical industries, 
mechanical and marine engineering 1 as also small industries and 


1. See Report of the Indian Mercantile Marine Commute 3 , 
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handicrafts will have to be attended to as special branches. Agri- 
cultural education of the advanced and the primary types is, of 
course, indispensable for increasing the efficiency of the farmer class 
and improving the industries subsidiary to agriculture c. g. dairying 
and poultry-farming. Not only large factories but home industries 
are expected to derive benefit from facilities afforded for industrial 
education. The acute unemployment which at present prevails 
among the educated classes, is due to maladjustment of supply and 
demand and can be remedied only by adaptation. Committees 
which have recently investigated the problem of middle class un- 
employment in different provinces, could come to no other con- 
clusion. 


58. Comparative Efficiency:— It has been already stated 
that labour efficiency depends on and is measured by its compara- 
tive cost in relation to the production of a unit of wealth. Economists 
and men of business are accustomed to show how this efficiencj 
varies from country to country, how the difference is caused by the 
variety of conditions with reference to climate, race, food, education, 
industrial equipment and so forth and how, for instance, the British 
workman is more productive, in spite of his higher money wags> 
than the continental worker and how the American is superior to 
both. This comparative efficiency 1 may be illustrated by stating 
that if the work of an English labourer in a certain unit of time * 100 
that of a French, a Belgian and a German... =75-90 

» a ii South European ... =60-85 

” ” ” healthy and strong Indian ... =40-70 

” » an ordinary and weak „ ... =25-40 

follows-— t6XtiIe hldustiy ’ eacl1 Pricer looks after spindles » s 
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tecent testimony of foreign expert observers. Two German repre- 
sentatives of the International 13 man of Textile W orkei 3 who studied 
the problem of Indian labour on the spot, have recorded their 
conclusions’ on this point, which it will prove useful to summarise 
here. That in no large-scale industry in India has labour attained 
the height of German or English productivity, is indisputable. 
But .the question is what is the relative Indian efficiency ■ 

In the steel works of the Talas, that efficiency is not less than 
two-thirds of the productive capacity of European workmen. 1 his 
inferiority is possibly partly due to the fact that the labour-saving 
devices common in German and Belgian steel works have not been 
set up at Jamshedpur. In the wagon-building factories and railway 
work-shops Indian efficiency is almost equal to the European. The 
opinion usually expressed that in the textile industry, the Indian 
worker is only one-third or one-fourth as efficient as the English 
operative, is exaggerated. Campaiisons are here difficult owing 
to differences in the conditions 'of work and the methods of calcula- 
tion. Because three Indian labourers are employed to do the work 
which one English labourer performs, it does not follow that they 
must be so employed — probably it pays the employers to do so on 
account of the low rate of wages. 

- The important point must be made here that comparisons of 
efficiency will be vitiated and misleading if the relative wages of - 
Indian and European labour are not duly taken into account. The 
wages in India are often only a third of the remuneration of -English 
workmen for the same class and quality of work. If the Indian 
operative turns out less work, 'lie is paid less in proportion. He is 
not, therefore, too dear for his wage, nor is he cheap; The com- 
paratively low efficiency in India must be attributed to hot 
climate, illiteracy and lack of discipline and training and of sufficient 
nourishment. That this efficiency will materially improve with the 
removal of the above obstacles, admits of no doubt. 1 2 

59. Conclusion Judged by modern standards, Indian 
labour is undoubtedly inefficient. A high degree of efficiency is 
indeed to be' seen in autonomous workers, rural and urban, but 
even these betray a most unfortunate lack of ambition, forethought 


1 Sfchvader — Purtwangler; Dub Werklahge Indien. 

2 Seethe Author's " Economics of Protection in ludia, ” 
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and continuous industry. Their work is intermittent and curiously 
freakish, and therefore, on the whole, much less productive than it 
need be. The average labourer who works in modern factories, 
goes to towns and industrial centres only during certain seasons 
and can not consequently pick up that efficiency which it is possi e 
to attaiu only by unremitting and devoted work. That the factor} 
worker has a rural home to which he repairs for a time in the } ear 
is, from one point of view, an advantage but, from another, it is 
a handicap. 

Another characteristic of Indian labour which militates again-t 
efficiency is the deep-seated habit of most workers to be content 
with the standard of life to which they are accustomed. Excepting 
workmen who have their mental horizon widened and their aspira- 
tions roused by a taste for material and intellectual comforts b) 
residence in towns, the bulk of labour is unenterprising, unambi- 
tious and unresponsive. The social disorganization which lias ta ’ en 
place during the last hundred years, has aggravated this tendcnc} 
though the same factor is calculated to act as a leaven to raise t ie 
mass of the population to higher levels. As it is, the average 
labourer will not, to the great disappointment of liis friends an 
wellwishers, work hard to earn more, to save and to better his cot^ 
dition. He will simply not exert himself unless driven to do so b} 
dire necessity and will take no thought of the morrow. ^ h ’ !e 
working, too, he will not put Iris whole heart into the job, and cost }' 
supervision becomes a necessity. 

This lethargy aud demoralization are reflected in the chrom 
indebtedness of the lower classes of the community. The labourer wi 
borrow even for his necessaries and pledge his trinkets and mortgag e 
his land and thus ruin himself when it is possible for him to earn ^ 
honest and decent living and keep his head above water. There can 
no labour efficiency until the worker aspires to become independen , 
to raise his standard of living and bring up his childern to remune»' 
tne emploj ment. Education is calculated to inspire the masses 
ambition, to make them realize their deplorable condition and to 
them to steady effort to improve their lot in life , 5 We shall deal wit j 
he conditionoflabour from the points of view of distribution andco"' 

India. This -hw is supported also by the Royal Commission on Agrioo» nra > a 
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gumption in subsequent chapters, and it is sufficient here to indicate 
the most striking features so far as efficiency and products it} arc 
concerned. It must now be dear why outside observers do not re- 
gard “ cheap ” Indian labour as a serious factor in the industrial 
competition that is going forward between this country and other 
nations.’ 

One important point needs to be emphasised at the close. The 
efficiency of labour is not to be sought in order to place the work- 
man in the hands of the capitalist as an effective means of amassing 
riches. Labour efficiency is primarily intended to redound to the 
worker’s own benefit by enabling him to be a better and a happier 
man. It is true that a cultivator who is driven by necessity to leave 
the healthy surroundings of his rural home to become an operative 
in a coal mine or a steel factory, does not necessarily improve his 
condition. A village craftsman migrating from his cottage to a 
textile mill, exchanges independence for a wage contract. The 
old artisans, craftsmen and peasants, therefore, deserve every 
attention ; and for years to come, India’s cottage industries will be 
therein any case. In the race for modern manufactures, they 
can not be forgotten or sacrificed — they will have their place in the 
social economy of the country. National interest itself demands 
that they should be rehabilitated and that their condition should 
be improved.' They give employment to the bulk of workers 
in India, whatever progress organized industries may have made, 
and this state of things will continue for years. The glaring 
fact, however, can not be lost sight of that our rural workers — 
peasants and craftsmen — can not to-day maintain themselves 
and the rest of the community with the products of their 
labour and it is only a readjustment of economic life and reorganiza- 


1 “Tho result is that the dignity o£ labour and even self-respect is lost and 
there is littlo hope of improving his lot unless the conditions of life are radically 

changed The Indian, whether it be on account of climate or other roasons, 

never works for tho love of work, as the Chinese does, and consequently, having 
made a close study of conditions in both countries, I have come to the conclusion 
that we can never expect the same excellent results from Indian labour as tve 
have seen in the shipbuilding yards of Hongkong and the fact-, ties of Shanghai 
from Chinese labouc.”-Mr. T. M. Ainsoough’s Keport on the conditions and pro*. 
• peots of British Trade in India. 
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tidn of industiy tliat can save people from a lower standard of living. 
Herein lies the great importance of increased efficiency of labour 
an t re resulting augmentation of the nation’s productive capacity. 
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60. What is Capita! ? : — It may be imagined that all that 
is essential for the production of wealth is the material and the 
forces provided by nature and that man lias only to work with these 
to acquire or to create the objects required for the satisfaction of his 
wants. A little reflection will, however, show that besides nature 
and labour there is a third factor present in the act of wealth-produc- 
tion, the most primitive forms of which presuppose the use of 
weapons, instruments and tools, however rude they may be. The 
savage needs the bow and arrows, sharp-pointed flint or bone or the 
wooden pole in hunting game, making fire and fashioning garments 
from the barks of trees. The crudest husbandry requires some 
tiling to scratch the soil with, and though the sun gives heat and 
rain supplies moisture, the harvest has to be gathered and made fit 
for human consumption with the aid of some suitable objects. 
Now, the tools used to facilitate the creation of goods which are 
calculated to satisfy the wants of man, constitute * capital, ' the 
third factor of production. It may seem a little odd that crude 
weapons and tools should be honoured with that name with which 
gold and silver money and the industrial equipment of civilized 
society are commonly associated ; but the most ponderous or the 
most delicate machinery and the imposing structure of our modern 
factories are, in essence, nothing but aids to wealth-production, 
though they are more elaborate and refined than the tools of the 
primitive man. 

The creation of wealth is the creation of utilities, and it 
involves activity intended to secure a surplus of satisfaction by 
augmenting utilities and diminishing costs consisting in labour. It 
is, therefore, the function of capital to assist labour to execute a task 
with greater ease or to increase its output with the same expenditure 
of effort. In the gain thus achieved, lie the productivity of capital 
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and its importance to economic development'. Though it is itself 
produced by human labour, it will be realized that capital, whatever 
may be its form or size, is a distinct factor in the creation of wealth 
and the industrial development of a community rests materially 
upon the quantity and the quality of the capital it can command. 
The peasant, the weaver, the potter, the blacksmith, the carpenter, 
the shoemaker, the tailor have, all of them, to provide themselves 
with that pre-existing requisite without which their trades would be 
impossible ; and the higher and the more complicated the organiza- 
tion of industries, the larger is the quantity of capital required. 
The handloom of the weaver, the wheel of the potter and the plough 
and the bullocks of the farmer, constitute their capital ; but some 
thing besides the tools and implements is necessary for their work, 
and that is only another form of the same essential of production. 
The yarn, the clay and the seed required by the weaver, the potter 
and the cultivator respectively, are known as 1 circulating capital ; 
and while they are consumed when they are once used, capital m 
the other form is called ' fixed ’ capital because though it steadily 
wears away, it endures through repeated operations of production. 
Owing to this very characteristic, fixed capital, consisting of machi- 
nery, tools and factory buildings, costs more to start with but it 
turns out to be more productive in the long run. Spinning 
weaving with the hand on the wooden wheel and loom are simpler 
and less expensive operations, but they are less economical and 
productive than the corresponding mechanical appliances and P r ° 
cesses assisted by steam or electricity. Printing is more cheaply* 

expeditiously and neatly done than writing with the band. Instanc 
es of the productivity of capital may be easily multiplied. 


Capital consisting of raw materials such as cotton, coal and 
iron, of tools and plant and of steam or electrical power v*i 
naturally vary in kind and quality with the class of , goods it _ 
proposed'to produce, and each particular set of these, together with 
the special conditions in which the productive operations are came 
on, constitute what is called an industry. Power may be said to be 
common to all industries alike, but labour, raw materials an 


scootine prodTOlivH V of capital consists in the aid which it * ena f t ! 

r UU3 WUh leSS e£fort - is an adjunct to human 
Ug result," u^_,[^^ cri3 tat’anr hy interposing something between labour 
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machinery are specialized in each of them in varying degrees. 
Wealth is ordinarily produced more with a view to its being excliang - 
ed than for direct personal consumption. The clement of time also 
is of some importance in wealth-creation, the processes of which 
may be of short or long duration. The farmer must wait till the 
seed he has sown grows into a harvest and he can exchange the 
product of his labour for such articles as he needs for consumption. 
He has, therefore, to equip himself not only with implements and 
seed before starting agricultural operations but with food and other 
necessaries that will keep him going while engaged in his work. 
How is all this capital created ? If man used up or consumed all 
that ho produced or obtained in exchange for it, there would be no 
surplus and therefore no capital to assist in wealth-production. 
Capital is generally handled in the form of money which is, 
however, ultimately used for securing goods essential for the 
creation of wealth. 

61. Supply of Capital {—Capital is thus the result of saving 
and presupposes abstinence from immediate consumption. It ^sug- 
gests a surplus of income over expenditure, and thrift. The farmer 
sets aside a part of the grain he produces, for food, seed and for 
buying manure and for paying wages to labourers; and these 
constitute his capital. If he is poor or extravagant, he may have to 
borrow these from the village money-lender and he will have to 
repay the amount and, in addition, to pay interest upon it. But 
the grain which the money-lender has lent for sowing or for main- 
taining the cultivator while at work in the field, has been saved by 
the former out of His earnings.- He might have consumed every- 
thing that he earned and would thus have laid by nothing. In 
- that case the money-lender would have had no capital to lend. The 
weaver has a liandloom in his house. But the yarn he requires is 
perhaps supplied to him by the money-lender, and for his daily 
food also lie may depend upon loans. The handloom itself may 
have been borrowed or purchased out of savings. Thus he carries 
on his trade on capital borrowed or owned. But it is possible for a 
weaver or a cultivator to produce more than he spends on the main- 
tenance of himself and his family and upon the purchase of raw 
materials and tools ; aud the surplus may be utilised in buying better 
tools and more raw materials. Such employment of capital in- 
creases efficiency and output and leaves a larger surplus which may 
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be used for the improvement of the standard of living and of 
industry. The supply of a sufficient quantity of capital is, there- 
fore, a necessary condition of the productivity of industry; and the 
economic condition of a community is satisfactory or otherwise 
according as the supply of capital is abundant or scanty, and cheap 
or dear. 


Modern economic progress has been rendered possible by the 
use of machinery and poweT and the application of scientific 
methods to production, which means the employment of large 
quantities of pre-exisiting wealth, that is, capital, going hand in 
hand with invention and improved organization. Industrial advance- 
ment in India is conditioned by the extent to which in agriculture 
as well as in manufactures, more efficient means are employed to 
produce wealth. Agriculture is the basis of several industries, and 
apart from the fact the increased productivity of its operations will 
yield Larger quantities of food and raw materials, it will have a 
stimulating economic effect all round. It is notorious that the yield 
per acre of Indian crops is one-fourth to one-half of what it is in 
advanced countries. Thus while hardly 100 pounds of ginned 
cotton are obtained per acre in this country, an acre gives 200 
pounds in the U.S.A. and 450 pounds in Egypt. In the quality of 
the crops also India is much behind other countries. 


Nature is not niggardly in India, on the whole. The soil is 

capa e of yielding all kinds of raw materials in abundance and the 
mineral resources are sufficiently varied and large and there is a 
teeming population waiting for work. And yet the country is poor 
an t le people clamour for food and clothing I There is a scarcity 
o capital on all sides, and this lack of life-blood has reduced indi- 
^dustrial enterprise to an anaemic condition. What 
, n ers capital can achieve, is demonstrated by the few flourishing 

irof; S w ln ? UStrieS We ^ in India > e - S- cotton and jute * 
the w!! , el WQrks and tea plantations. The leading nations of 
neo^ p St i J anannUalsurplusof millions to be lent to needy 
the Pr! a v r ° ad ’ aDd tbe reraar kable thrift and the large savings of 
coionETi. Pe f antry are ^ell-known. Capital is pouring into new 
and south Am U ? traka and , tbe undeveloped countries of centra 
capital to * n ^ ndkl) 0Q die other hand, there is not m uc 

° ecause there are no savings, the surplus if Wf’ 
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being small; and savings do not appear to be possible to any 
appreciable extent because there is no capital to put life into the 
industries. The big organized industries do attract some capital, 
but the smaller ones and agriculture very little. The question of 
the supply of capital, therefore,- calls .for a detailed examination 
with a view to find out what are. its sources, why it yields such 
poor results and how the obstacles in its path may be removed. 
Capital is associated in the public 'mind with big industrial and 
commercial enterprises whose demands and yields are impressive. 
But the capital needs of agriculture and the smaller industries are 
equally if not more important and pressing. Our enquiry will also 
have to extend to the craftsman and the merchant so as to cover 
the whole field of capital operations. 

62. Capital in Agriculture : — We shall take up the agricul- 
tural industry first. The problem of capital must here be studied 
from the points of view of:(l) the substantial landowner who 
manages his estate himself ; (2) the tenant farmer who takes land 
on lease ; and (3) the small peasant proprietor. Capital is needed 
in agriculture for a tliree-fold purpose : (1) acquisition of land, (2) 
land improvement and (3) cultivation of land. Capital and credit are 
required in the first instance for the purchase of land in the market 
or foT buying off a cosharer in family property. Return to such 
capital is seldom obtained from the product of agriculture at the 
normal rate, except in specially favourable circumstances. 
Ancestral or old debts constitute a burden of this character 
which landowners have to carry. Inherited landed property, 
on the other hand, places a man in a favourable position. Capital 
of the second order increases the productivity of land and can 
be redeemed in the course of years; and the third kind of capital 
is the ordinary working capital that is paid off when crops are har- 
vested. This three-fold distinction has an important bearing upon 
indebtedness^ credit and banking connected with agriculture.’ The 
question of agricultural capital must, therefore, be considered in 
relation to (i) the redemption of old, heavy debts ; (2) the needs of 
more or less permanent improvements ; and (3) the supply of work- 


1 An interesting discussion of these credit problems is found in Gorman 

economic literature o. g. Philippovich: Qruvdriss der Politischen Okonomie 
Band IT- ’ 
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ing capital. The zamindars, the old aristocracy and the landed 
gentry, belong to the first class and they command a good deal of 
capital consisting of farm houses and wells, ploughs and cattle . and 
of seed and manure. Though often in debt, they are in a position 
to practise intensive cultivation by ensuring a stead}' and adequate 
supply of water, by constructing embankments to retain moisture 
and silt, by deep ploughing and by putting rich and productive 
manures into the soil. Many of the zamindars have hereditan or 
statutory tenants on some or most of their lands and have to leave 
the cultivation to them, and in that case the industry suffers from the 
lack of adequate capital. The second class consists of suci 
tenants or others to whom the zamindars lease out their lands be- 
cause they do not want to take the trouble of carrying on cultivation 
themselves. As far as their means are concerned, the small peasant 
proprietors who constitute the third class, fall into the same category 
as the tenants of the landlords. Some of them may, of course, he 
well off, but the capital that is available to the majority of them, is 
the simplest kind and is scanty. The rayat has a wooden pl° u g“ 
and a few crude implements, a pair of bullocks and a cart which hu 
can ply for lure in the off season. As a rule, he is indebted to the 
village money-lender, and his dependence on the sowkar is notorious 
in many parts of the country. The rayat has to borrow at exorbitant 

rates ^interest and is ci uslied under the weight of his debt. 

viand is generally mortgaged and even his crops are not free. 


Instances of solvent rayats are very rare and are to be found m 
tracts which are favoured with irrigational facilities and which g r01,v 
commercial crops. But even here, the landholder has to raise 
capital needed for permanent improvements and working expenses, 
T? ° , ° r ™ er k c J n S> as a rule, borrowed on the security of land. ,c 
°}a ommission on Agriculture found that inquiries made in 
5 J a suggested that “ the total sum secured on usufructuary 
mortgage of agricultural land in that Province was Rs. 35 crores, 
cSZ 1 :kS0U , t 1 atanfi y^ of rather less than Rs. 12 for 
similar Tf C - rC- Conditions in other Provinces are more or e - 
is to i *V S n0t ’ however > the debt as such or even its amount tha 
even i n aS ferm5ng rec l u ires credit on a large sea 

c mortgage credit ” countries - The fact to be deplored is 1 
is rarely used to finance improvements in agrlC 
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tutal land. 1 The question of the indebtedness of the cultivators 
has engaged the attention of 1 the Government and the public for 
over sixty years, and the frequent recurrence of famines made it, 
for decades, a live issue. Ameliorating measures have been taken 
from time to time and provision has been made for Government 
loans for land improvements. Co-operation, credit and banldng 
will form the subjects of later chapters, and it will suffice here to 
observe that supply of capital to the cultivating classes is the 
principal object of tliat movement which has, however, yet touched 
barely 4 per cent, of the population of actual cultivators in the coun- 
try. An idea of the smallness of the equipment of the rayat’s indus- 
try will be obtained from the fact that the amount lent to a member 
of co-operative societies does not, on the average, much exceed 75 
rupees. Fifty years ago, the Deccan Riots Commission observed 
with reference to the indebtedness of the landholding classes that 
the estate of an ordinary lcunbi rayat, exclusive of his land and its 
product, had been estimated by competent authority to be of little 
more than Rs. 200 in selling value and that it would be somewhat 
as follows : — Live stock=Rs. 125, Implements and utensils=Rs. 20, 
House=Rs. 50, Miscellaneous=Rs. 33 ; Total Rs. 228. jSome rayats 
do not possess even this equipment and have to. borrow b ullo cks jh~d 
ploughs for the sowing season. The indebtedness is often a legacy 
left by the forefathers of the cultivator and he is heavily ha ndicappe d 
thereby r There is piactically little surplus left after the expenses of 
the maintenance of his family are deducted from the gross produce, 
and it is with the greatest difficulty that he can meet the interest 
charge and the Government assessment. The Famine Commission' 
of 1 S80 found from evidence collected from all parts of India that 
about one-third of the land-owning class were deeply and inextricably 
in debt, though not beyond the power of recovering themselves. An 
analysis of the embarrassment of twelve villages by the Deccan 
Riots Commission Tevealed the fact that about one third of the 
' occupants or Government land ’ were embarrassed with debt, that 

1 “The oxislar'co of 3 bevy burden or debt of this character exercises a 
most detrimental influence on agricultural progress. This is duo not only to tljo 
fact that an important sourco of credit is drained for unproductive purposes and 
that tho potential credit available for improvements is correspondingly curtailed 
but also bjeauso it is found that in tbo caso of usufructuary mortgages, tho 
mortgagor too ofton declines to tho position of a permanent tenant under the 
mortgagee, paying, not a fair rout but the utmost tho lender can extract or 
extort."— Royal Commission on Agriculture in India, para 352. 
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their debt averaged about eighteen times their assessments and that 
nearly two-third of the debt was secured by mortgage of land, i 0 
appreciable change for the better has taken place in this connectio 
during the past generation. High prices of agricultural produce an 
the spread of the co-operative movement are indeed factors which 
have led to some improvement but their influence on the mass o t e 
agricultural population has not yet become noticeable enough t oug 
it is felt in certain individual cases. The cultivation of ever) crop nee 
finance from one source or another, and commercial crops like cotton, 
sugar cane and seeds require it on a large scale. Both owners of lan 
and tenants have, therefore, to borrow and the rates of interest depen 
upon the standing and credit of the borrower, as the amounts depen 
on the kinds of crop raised. The inquiries made by the Indian 
Cotton Committee with regard to the finance and the marketing . 
cultivators' cotton in different tracts of the country have yielded, m 
teresting results and the attention of the curious reader is spccia J 
to be drawn to them. The loans vary from Rs. 200 to Rs- 600 P® 
cultivator and the interest rates from 9 to 25 per cent, on the nvcuu 
63. Use of agricultural eapital Improvements of a vaf& 
or less permanent nature require .large amounts of capital an 
long-term credit ^ and_ are therefore undertaken - by-a-very. 
landlords.. Less costly improvements are within, the reach 
.many, and working fivpitnlyis "needed by all. Those . 

have iheir.own,capitaUo„work,vith are;’ of course, in a fig gSES. ? 
position. But, as pointed out already, „ borrowing, capitak 
permanent. improvements ,or,for. the .ordinary pperations_oLcuJiA?' 
tion, is itself, not an evil ; even big, industrialists have, to,, 
to it. It is the exorbitant terms on which the cultivator ® 
to borrow and which render his work uneconomic that - 

position hopeless. Tins remark applies particularly to cases in v 
the millstone of old debts adds its crushing weight to the burden ^ 
seasonal borrowings. Agricult ural capital t akes the fqrmj^fjcattigiJ^' 
ma nures, water su pply arid-implements as also th e subsis tence^^,;;. 

ti rr 3 ery investing results in this connection have been atrivod - f 
‘ H ’* Iann in inquiry he has made into the economios of two ( B 
South S5 ^., f ‘ band and Labour in a Deccan Village’). See ° 5so . j n 
the ian _ ’^ ages i’ in which facts and figures relating to rural c00II ° {be 
mral co^i 5 raSideDOy haT0 be8Q Ei^an. Similar information rega i.’ o0 «5 
DHe e?f B at r^ Bs ° 8al aad the may be gained from * The 

acdDehv ^M D T ' E< r ct ’’ hr J - °* and ‘The Punjab Peasant in Vto p . 

S ^ L - Darliug, retpectively. 
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farmer and Ms labourers whenever they are employed. The impor- 
tkneemf'pm'e7selec£c3'“see3T6"gbbd faming can not' be exaggerated. 
The ordinary cultivator has not the means and the facilities to secure 
gqodj^> andTHerefore^ the quality of " the "crops* rMse^by^mTis 
‘'indifferent.'' The_wise raj’at will, of course*, reserve asmnllparfof 
his crops for tM^purpose but in many instances this is not danc of is 
ncTpi^'s 1 Mer"^ie'^riculfflfaV'X)epartments are now placing good 
seed aUhe'disposal of cultivators. In the matter of manure there is 
a great deal of waste going on at present. Farm-y ard m anure and 
cowdung are not properly utilized and improved manures are not 
within the means of the common rayat. The attention of the Agri- 
cultural Departments has been drawn to this question also and 
efforts are being made to improve the existing state of things. The 
exports of oil seeds and cake and other fertilizing materials deplete 
the manure resources which would otherwise be available, and the 
exercise of some control in this behalf is called for. This is an 
illustration of the way in which the modern system of international 
exchange prejudicially affects the condition of producers in India. As 
to water supply, the seasonableness and adequacy of which 
are indispensable for the success of crops, rainfall is precarious and 
insufficient over large tracts of the country, and the agricultural 
industry is often at the mere}' of nature. - Lands irrigated by canals 
and wells are in a fortunate position, and in them the condition of 
agriculture Js- comparatively - satisfactory. Sinking of wells is_ within 
the means of only a few cultivators and-dry farming alone.is possible 
over large areas. But even in the latter case .improved methods, 
e. g. conservation of moisture, are being attempted. 

Rain water is nature's free gift to agriculture, and in the drier 
zones of the country, the cultivator can only make the most of what 
she distributes. Labour and capital are, however, expended for 
utilizing the natural stores of water by means of channels, tanks 
and wells. The quantity of moisture and the times when it is need- 
ed, vary from crop to crop and from one part of the country to 
another. Crops like rice require large supplies and the}' are normally 
provided by rains which are plentiful in tracts where the crops are 
grown. Other crops thrive on small doses administered at proper 
times. Whenever practicable and particularly in villages which are 
advantageously situated near natural sources of water, e. g. rivers, 
streams &c., landlords have, from time immemorial, put forth corpor- 
ate and cooperative effort to construct simple works of irrigation. But 
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unfortunately many of them have fallen into disuse and have silted 
up and dried. S tate a nd co mmunal enterprise is essential to revive and 
reconstruct these works, and only recently 1 1 as ~ 1 1 ie~ aft c Hi oh" o f 
government, c. g. in Bombay, ]be6n practically 'drawn to this question. 
The total area sown with crops in British India may be roughly taken 
at 250 million acres and the total irrigated area at about 50 million 
acres. Of this, 40 per cent, or 2 million acres arc irrigated from Govern* 
irient canals, 3 million acres from private canals, 7 millions from 
tanks, 12 millions from wells and about 6 million acres from other 
sources of irrigation. Irrigation on an extensive scale is obviously 
essential in tracts where the rainfall is most precarious: In Lower Bur- 
ma, Assam, Eastern Bengal and on the Malabar Coast ( including the 
Konkan ), where the rainfall is ordinarily heavy, the crops hardly 
need the help of irrigation unless there is unusual scarcity of rain. 


I he highest percentage share in the total irrigated area, 28 per 
cent., ls taken by the Punjab ; and the United Provinces, Madras, 
Bihar and Orissa, follow with 21, 20, and 1 1 per cent, respectively, 
mere are extensive tracts e. g. the Deccan, where rain is precarious 
and yet irrigation facilities are wanting. That is the reason why t te 

proportion °f irrigated to total cropped area in the Bombay Presidency 
excluding Sind is snW nr / .. 



— ™ vwmreu ay rice, ^ millions bv wheat and H million eao» 
^■T CanC and cotton - The following table shows the 
P imgated to total cropped area in the various Provinces 


Proportion of Irrigated to Total gross Cropped Area 


Province 


Assam 

Bengal 

Bihar and Orissa 
Bombay Proper 
>• Sind 
Burma 

9* P. and Borar 
Madras 
B.W.p. p r _ 

Punjab 

United p r , 

Minor Ailm!-,.. 


Gross area 

Gross aron of crops 

Percentage of 

sown 

irrigated (from govern- 

irrigatod to 

Acres 

ment and private sources) 
Acres 

area sown 

(in 000‘s) 
- G.379 

(in 000’s) 

364 

5-7 

27,777 

1,710 

C.2 

- 32,021 

5,386 

37-4 

- 47,761 

1,092 

3‘9 

... 4,451 

3,281 

73 1 

- 17,172 

1,436 ' 

8.4 

- 25,728 

3,110 

29‘7 

- 37,591 

11,208 

4.2 

- 2,673 

919 

34-4 

••• 30,670 

13,644 

44-1 

••• 43,739 

9,630 

210 

ms 807 

-156 

19.3 
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64. The Role of the State In this connection, it is perti- 
nent to state the principle that in a backward community of petty 
peasants and tenants it is not safe to expect private interest and 
enterprise to conceive and carry out projects of economic utility, 
calculated to promote the development of agriculture and other 
industries. The State has to step in to perform duties which may' 
elsewhere be left to private, individual or corporate effort. An 
enquiry by a Royal Commission as to what the State ought to do 
to promte agricultural improvement in India and its insistence on 
certain policies being adopted by Government, demonstrates the 
much-needed awakening in the country in this respect. The 
above mentioned principle must find a wide application in this 
country and must be extended to all branches of economic activity 
in which private, individual enterprise is alone not equal to the 
efficiency and the organization demanded by national interest. In 
agriculture (and this is equally true of cottage industries), for in- 
stance, demonstrations, education and experimentation with respect 
to new and improved processes and implements, the supply of 
pure seed and good manures, expert advice as regards the sinking of 
wells and draining and levelling of land &c, are very essential. 
In the West and in this country also large works of water supply 
and public sanitation are undertaken by national and local 
authorities ; and there is now a growing tendency everywhere 
for the latter to intervene in economic affairs where such inter- 
ference is necessitated by larger public interests. It has been 
the old practice of rulers and local bodies in India to construct 
and maintain works of water storage, canals and tanks, intended 
for the irrigation of agricultural lands. The State in India started 
the construction of railways through British companies and 
by its own agency three quarters of a century ago with a 
view to provide easy and rapid means of communication aud 
transport of goods; but it was only the constant recurrence of 
the failure of crops that drove it to consider the necessity of , 
the extension of irrigation works. It was not before the be- 
ginning of the present century that the whole question was 
systematically discussed and the Irrigation Commission recom- 
mended a comprehensive scheme for the construction of storage 
works and canals with public funds. The principle that Govern- 
ment is the proper body to initiate, finance and maintain large 
irrigation works for the encouragement and support of agriculture 
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is definitely accepted and a policy in conformity with it is being 
vigorously prosecuted. 1 

The great possibilities of irrigation projects carried out by the 
State in bringing culturable waste lands under the plough, making 
a seasonable distribution of the water which nature plentiful!} 
pours through the country's rivers and in ensuring an unfailing pro 
duction of different crops, may be illustrated by the results achieve 
in the Punjab, the United Provinces, Madras and Bombay- 
latest instances of the Sutlej Valley Project, the Sarda Canal an 
the Sulckur Barrage and Canals Project are* of no little interest m 
this connection. The first of these is estimated to cost nearly, 
crores of rupees and will irrigate 5 million acres, of which 2 million 
will be perennial and 3 million nonperennial irrigation. The cos 
of the second is estimated at 10 crores and it will irrigate I3 milhm 1 
acres. The Sukkur Barrage is going to be the greatest work of 1 s 
kind in the world, and the whole scheme is expected to cost more 
than 20 crores. It is stated that the project will eventually supp 7 
irrigation for nearly 6 million acres and help the production of rlC f' 
cotton, wheat, oil-seeds and jawar. It may be imagined what n 
means to the people of Sind who have to depend at presen 0 
inundation canals from the Indus and have little rain to gwe ® 01 
ture to the land, aud to India, as a whole. Government alone cou 

shoulder the heavy responsibility of borrowing tho huge sumS ^ 
money involved in projects like the above and could afford to vw. 
for years for the results of the enterprises. The gain to the f» n fj 
big and small, in being able to utilize capital in the shape of 
tion facilities at a reasonable cost, charged by the State, is undoub ^ 
The Cauvery Reservior project and the Mettur dam in Mad®-' 
estimated to cost above Rs. 7 crores and the Bhandardara and t 
Bhatgar works in the Deccan, which are also stupendous un ^ c L cCi 
ings, in their own way, may also be mentioned, and they l| t 
- tllr< >U£h large lakes the waters of the Nira and the Pravara titers- ^ 

65. The ©attle Problem Among a predominantly 
iraLpeople-liko those of India, as is to be expected, cattle — 
ya u,i 1 ^-possession and constitute an important part -of the capi } _ 
cnlU-fttor. Rearing of cattle was, in ancient limes,, enjoined ** 
° 1 0 primary duties of "the Vaiihya caste, and UiC 

1 ~~ 
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necessary domestic animal Math the householder. T he relig i ou s Jdea 

tfiaTallTtnimaHife is sacred-is deep-rooted'in the public mindj^arid 

the'~doctnhe^of“ 1 ’ ahimsa ’-has combinedw^^ 

•produce a strong" and widespread feeUng in favour of the preservation 
of^SleTncTe^pec^Iy,pf the cow. The number and the quality of 
live stock must influence the condition of the agricultural industry in 
all countries and especially in India where power-driven machinery 
is hardly used in farming and in industries dependent on it. Large 
breeding farms maintained for contributing to the food supply of the 
country arc, of course, not possible in India in view of the strong re- 
ligious sentiment of the bulk of the population. Dairying is carried 
on as an industry by hereditary milkmen and people of other castes 
who have taken to it as a business. Scarcjty_and famine reduce the 
fodder su pply which is not organized and take a heavy loll of cattle 
life from titneloTFiffei TEeT economic andtlie 'social effects of ’this 
diminution 

‘the equipment of the cultivator. They are required for tlie plough, 
the cart and the water-lif t; an d they provide a jich source of the supply 
oFttuIk, fuel, and farm yard manure.. The condition of Indian cattle, 
taken as a whole, is admittedly unsatisfactory and various causes have 
contributed to this result. In this, as in so many other matters, the old 
system has decayed and a new one has not taken its place. The total 
number of livestock of the bovine class, which is cattle proper and 
comprises oxen and buffaloes, is about 151 million. The average 
number of cattle and buffaloes for British India as a whole is 67 per 
100 acres of sown area and 60 per 100 of the population. Statistics 
regarding the numbers of cattle can hardly be accurate though they 
arc based on a census taken annually in some provinces and 
quinquennially in others. The figures which are available and are 
given here, are, however, useful in conveying a rough idea of the 
position. The following statement gives detailed figures : — 


No. of cattlo 
Per 100 acres 
of sown area 

Jlrogal ... ios 

Madras ... CG 

Bombay Proper... SI 

Sind ... 5a 

U- P- ... 88 

Bibat and Orissa. 82 
Punjab ... 5 G 

Barton ... 57 


No. of cattlo 
Per 100 of Per 100 acres 

population of gown area 


54 

O. P. and Bernr 

47 

52 

Assam 

97 

55 

N. "W. F.P. 

47 

71 

Ajmer 

113 

08 

Delhi 

02 

01 

Coorg 

104 

73 

47 

XInopur 

80 


Per 100 of 
population 
83 
70 
48 
08 
28 
83 
120 
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It is calculated that one pair of bullocks is required to plough 
five acres of land, and it is believed that consequently the 
number of draught cattle is inadequate to the demand. On the 
other hand, it is pointed out that the number of cattle has been 
steadily increasing and that the proportion to the cultivable area is 
quite satisfactory. The position in Bombay, in any case, appears to 
be far from gratifying. The Agricultural Commission furnishes the 
following relevaut figures concerning the relation of the number of 
bullocks to the area sown : — 


Province 

Per 100 acres of net area 
sown 

Average 

Bullocks 

Cultivators 
( male 
workers) 

Area cultivat- 
ed per yoke 

Area of 
holding 

Bombay 

Burma 

0. P. and Berar 
Madras 

Punjab 

Bihar and Orissa 
Assam 

TJ. P. 

Bengal 

T A * _ 

No 

10 

11 

15 

15 

16 

27 

27 

29 

36 

No. 

8-1 

11-5 

7 6 
17-3 
11*2 
£6’5 
27-5 
29-1 

35-2 

Acres 

20-0 

17-9 

13-3 

13-0 

12-9 

7-4 

7.3 

6-9 

6-6 

Acres 

18-4 

8- 7, 
13-2 

6-8 

9- 0 : 

3 -1 

3-6 

3-4 

2-8 


-that it Is' 

^ut the quality of cattle that matters, both for P ur P°^ 
mi - an agricultural operations, and that, therefore, it is a '" s -“ 
f ,? r ? ce ure tf y to preserve all cattle indifferently, irrespectfr® - * 

. C!r < P alit y- dearness and the insufficient supply of & 
Sl n,lt r S , COntencIedjVrUl not' allow the feeding of useless ^ 
cattle, and this difficulty must set limits to the numb# 
j . a S t ma y be maintained. Government's forest policy* , 
n?Ic C ° nSI r er ' PUblic claims yarding 
bearinE on°th- :UitiVatl0n ' and '^)-g razi ug .areas,, has 

***»» ft-**- <*£ 

■ each 
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this .total area of 213 acres there are supported 20 bullocks, 17 coycs, 

1 6 other cattle, 3 male buffaloes, 6 she-buffaloes and 5 young buffa- 
loes, a total of 67 cattle, in addition to 27 sheep and goats and some, 
other stock.” The extension of railway and motor transport is also a 
consideration which has to be taken into account in this connection. 
Mere existence of uncultivated or waste land Iras, however, no signi- 
ficance as distance is one of the factors which have a restrictive effect 
in the matter. The demand that the slaughter of cows should be pro- 
hibited by law, it is declared, is unsound and impossible, on economic 
as well as other grounds. There am be no doubt tlrnt religious feeling 
against the slaughter of animals, and particularly of cows, lias a great 
deal to do with the agitation for the prohibition of cow-killing. It is 
equally true that from the merely business point of view, it is desirable 
rather to have a small number of well-bred and well-fed cattle than 
a large number of starving and useless animals. But the strong reli- 
gious sentiment which prevails in the country can not be ignored, 
and steps must be taken at least to prohibit indiscriminate slaughter, 
that goes on and to improve the breed of cattle. 

Bullocks and cows find their way to the slaughter houses because, 
there is the demand of a certain section of the population which is not 
altogether negligible and because the owners of the animals can not 
afford to keep them and must sell them for whatever price they will fetch. 
The fodder problem is becoming more and more difficult every day and 
that of milk supply is already serious. The cow protection moye- 
ment has, been, in _ existence for years, but has . had. no appreciable 
effect__up o n the . difficult problem. And the reason is obvious. 
Philanthropy may stimulate but can not replace the spring of economic 
action. The difficulty of maintaining cattle in the absence of cheap 
and convenient pasturage, the rural population finds impossible to get 
over. The attention of. the provincial agricultural departments 
has been drawn _to this question and new fodder crops are recom- 
mended; breed ing farms are also being maintained for the benefit 
?f the. public, and fodder stores are being orgamzedr Cattle fairs 
a TP.. held. with ....a. .view to . encourage the breeding of animals 
2 f.-„ 9 jaality and . veterinary work .is., being ..actively Jarried on for. 

prevention and cure of cattle diseases. The establishment 
of well-organised dairies is likewise a measure intended to promote the 
development of the agricultural industry. Substantial landlords and 

agricultural associations must co-operate with Government in solving- 
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this problem, and individual initiative and example will go a long way 
to help in the solution. Economic considerations and religious 
sentiment appear to conflict in this instance, but the former by them- 
selves are weighty enough to call for serious thought and prompt 
action. There arc a number of famous breeds of bullock s a nd 
buffaloes and they must be preserved and extended. Cow protection 
societies all over the country', are doing good public work, which, 
however, touches only the fringe of the problem. 


The Royal Commission on Agriculture lias discussed the ques- 
tion of animal husbandry', particularly from the point of view of 
the agricultural industry, with commendable thoroughness and prac- 
tical sympathy. The more important of its findings inay, _thercfore, 
be usefully noted here : In no country' in the world are cattle 0 / 
more importance than they are in India. Milk, though important, is 
a secondary' consideration. The primary function of the catt le is as 
draught animals for the plough or the cart. Comp ared with^othsr 
countries, India lias more cattle than necessary' and it is possible to 
rctiuce tbe number of working bullocks without reducing' 
sitanclard of cultivation. If cattle were more efficient, 
number would suffice. There is a vicious circle here in w Web the 
cultivator move's. The number of cattle is governed by the demand 
ior bullocks, and the worse the conditions of 1 earing them the larger is 
ie number of those kept. Cows become less fertile and calves 
n ersize and as these are found to be unsatisfactory, cultivators 
^reed more and more cattle to secure useful bullocks. Cows 
enorate more and more as pressure on the food supply of 

and W ‘ th the multiplication of poor cattle, breeding of good 
in n ' V S re ” dere( l mor e and more difficult. Four car dinal .pg^ 
nin,, 1 ! 91107 ,° f !m P rovement must be (a) reduction In the number^. 
L gh C f ttle ’ (b ) ^crease in their efficiency' ; (c) efforts toJtecrgS? 
s euThJi bUll ° CkS required for cultivation and (d) effort » 
S l b ^ rtreatmeDt for *7 cows and cows in calf. * Fee*J ' 
effectivent« S f a ,l 6 tW ° lm P ortai it factors, the first governing * 
domestic in' ° ^ f° CQn<3 * Tiie c °w is the most mismanaged 
between RsT?^' i ] he cost of maintaining a pair of bullocks 1 
per a?re 175 a ** it works out at Rs. 12 to Rs. 

very heavy t?^ ar< T u This cost of bullock labour is obv3 ° U . „ 
limited, it o u „r, f f liable and accessible area of grazing land e 
0 e more economically' managed. 
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06 . Improved Implements Well-irrigation means a con- 
siderable outlayof capital to which only "a few cultivators are equal ; 
and unless there is an assured'suppfy of water", there is" no certainty 
ofacrop being obtained and rich" manures can hort'be employed. 
Dfy "forming is much too common in this country, the nature and the 
size of the crops depending entirely upon the character of the 
monsoon. It is believed that there are in existence m India, at. least 
30 lakhs of wells frqmjvhiclj Vater Is lifted, for irrigation and their total 
value’rmybe roughly put down at 100 crores^ofru^esr'Tli^^^c 
of VarTed"degrees of capacity ; and the devices for lifting water from 
them range from the crudest contrivances to the most Tip'-to<late 
mechanism. If power-driven pumps " could be" used in ^connection 
withere d fra c tion ' of_the" larger wells out of this number, the 
advantage would be considerable^ ~~It will, of Y course, be uneconomic; , 
to use Jnachmery “ip -Aagricultui'e “Unless^f lfeT '~a fea ~cuTSvated Is 
sufficiently large anclmc crops grown" can be ^profitably marlcetSdr 
These~conditions are presenVonly in the case of a' few 'crops"Tiha' a 
few landowners. The principle that mere* possibilities of" technical 
improvement arc of no practical significance when they do not 
harmonise with the economic interest of those who are expected to 
avail themselves of them, should be borne in mind here.' Require- 
ments of national economic development can.similarly be satisfied only 
to the extentto which the individuals concerned feel and can be madeto 
feel interested in them. Enthusiasm, for agricultural reform must,there- 
fore,bctcmpercd with a correct appreciation of the actual positioned the 
cultivating classes in India, a consideration to which sufficient weight 
docs not appearto havebeeh given in the earlier efforts at improvement. 
The conclusions of the Agricultural Commission on this point are 
interesting : “ Agricultural implements in India are, on the whole, 
well adapted to local conditionsl ' They are 'within the capacity "of 
thcT'draught oxen, comparatively inexpensive, light and portable, 
easily made and, what is perhaps of even greater importance, easily 
repaired and they are constructed of materials which can be 
readily obtained. In spite of these advantagcs. thcrc is undoubtedly 
very great scope for improvement in the light of modern knowledge 
^of soil conditions. ” 1 2 The question of inducing the Indian agricul- 
turist to-mnko use ofimprovcdrmrpicments and machinery as Surfound- 


1 R. Wilbrandt : Einfuhrung in die Yolkswirlschaftslehre. 

2 Report, Para 105. 
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ed with.difficulty J Ignorance and the lack o f resources and facilitie s 
s tand in the wav ’» still it is adnuffe d^HjatlTthe qu antity_,and^quality 
of agricultural produce is to be improved an d the efficienc y of labou r 
is to be enhanced, implements and han d-dri ven ma chinery of an 
improved pattern must be largely us ed. |f is, therefore, encouraging 
to fin d that iron . ploughs, .. cane-crushers and wafer^ijts ^afc coming 
more commonly into use in a number of localities.' 


It is well-known that agriculture does not provide much scope 
for the use of machinery. Yet it is slowly coming into use on the 
bigger farms and its economic possibilities have been already demon- 
strated by practical experience in industries connected with agricul- 
ture. Ginning and pressing cotton, the crushing of sugarcane, the 
husking of rice, pressing of oil from seeds, manipulating operations in 
connection with groundnut, &c. as well as the lifting of water from 
wells and rivers — these profitably lend themselves to the use of 
machinery and motive power. This development has given rise to a 
new industry and iron water-lifts and crushers are being turned out 
in small factories in various parts of the country. The increasing d £ * 
mand for cotton, sugar, oil seeds and the high prices which these 
command in external markets, have encouraged the use of machine 1 "} 
in the industries connected with these raw materials. It was thus 
pointed out in the report on the census of 1 91 1 that there was in the 
Madras Presidency a growing tendency to supercede hand labour by 
machinery driven by power derived from steam or internal combus- 
tion engines and that small factories had been established for various 
purposes mentioned above. The latest census report illustrates the 
rapid growth of this tendency by showing the remarkable increase 


1 “ Much success has, undoubtedly, toon obtained in tho introduction 
intr' n <? , nnOW . orB ' c /We-crushing machinery & 0 . But in recommending 


oi 

(be 

!SS3lT’ 


, , , . ’ — “o-wueumg maonmery &o. But in recommend"*’ 

Renw ! PinS maohinas « English ploughs caution is neces^ 

llT™ toM on large estates whore labour is scarce, ta • “ 

use \ economy of a tract whore population is dense may ho upsot by 
throw™ It 1 *? nm ? nnt o{ ohea P lab our which ordinarily does the « a P J ”f 
In the onRe°nr'i mr ' 0yn: i' ,nt tbo Eleanors lose thoir recognized P® ra ’ J ' 
proved In h 0? ' T5 ’ Ploughs, the advisability of deep ploughing has c [ 

repS' CM « th ° of the available cattle, and the « 

the introduction ® par °. patt * of carrying out repairs aro serious obstac •_ 
want o! tb c !oc , ° re, . gn machinery. As in the case of plants, the » ffi P , 
voirh few csu5o “ R ^ nal whiob ‘ho cultivator can himself make and rep»» 

cnltutB in i n ^i B n . the Toore hopeful line of improvement. 
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which has taken place in the number of rice mills using power in some of 
the districts of the southern Presidency. It is necessary to bear in 
-mindhere, however, that though the rice mills, cotton gins and presses, 
oil and flour mills and sugar factories arc closely allied to the agricul- 
tural industry, the capital and the enterprise are seldom those of the 
purely cultivating classes. These industrial establishments must, 
therefore, be distinguished from agriculture proper and separately 
considered. In towns and cities, mechanical power is being employed 
for pressing oil, making flour and for similar other purposes. Flour 
mills are becoming very popular with the mass of people in towns, 
and gins have almost entirely superceded the domestic industry 
in which women were engaged. 

67. Small Industries : — Village industries belonging to the 
old social order are in the same state as agriculture in respect of the 
sources and investment of capital. The amount needed by the 
craftsman and the artisan is small, their tools and machines being 
simple and the raw materials required, inexpensive. As a rule, 
however, they are not able to provide these from their own resources 
and have to borrow capital from the money-lender for the purpose. 
Indebtedness is a curse which blights almost all classes of workers, 
agricultural and non-agricultural, and reduces their industrial activities 
to the state of -unprofitable drudgery. The sowkar advances the 
running capital, often in the shape of raw materials and necessaries 
of life, and takes the product of the craftsman’s labour in lieu of 
interest and repayment of capital. The prices charged and given 
for these are, as a rule, unfavourable to the producer. Persons who 
can dispense with the assistance of the money-lender are independent 
and well off, providing capital out of their own savings. In Assam 
and Burma, where spinning and hand weaving is still a widely 
spread domestic industry, the chcirkha, the loom and its connected 
appliances are the common possessions of families of persons 
who follow other avocations. From the point of view of capital 
and labour, spinning is most inexpensive and convenient and 
is extensively practised in villages which have not yet been invaded 
by mill-made yarn. The number of looms with the fly shuttle is 
steadily increasing and efforts have been made to provide an improv- 
ed type of loom whose capital and running cost will not be beyond 
the means of the common craftsman. The handloom weaving indus- 
try is carriedion successfully and] on a large scale on these lines in 
certain centres e. g. Surat. v 
26 



202 


CAPITAL 


The capital invested in industries other than the simple handi- 
crafts is mostly supplied by persons belonging to the middle and tlie 
lower middle class who rely on their own means or have credit 
enough to borrow on comparatively easy terms. The cost of machi- 
nery and ra v materials is not high. Only a few skilled workmen are 
employed and are supervised by the proprietor, and power may or 
may not be used. A long list may be made of such middle-size 
industries, and a few names will suffice for the purpose of illustration. 
Thus aluminium factories, iron arid brass foundries, hardware and 
cutlery works, flour mills, bakeries, rice mills, dairies, gul and sugar 
factories, tobacco factories, soap works, printing presses, book-bind- 
ing works, hosiery factories, silk mills, gins and presses, tile and brick 
factories, lime works, rope works, brush works, works for the 
manufacture of brass and silver vessels, bangles, toys, inks &c. and 
button factories will constitute a sufficiently miscellaneous list. Mostof 
these may be described as urban industries because they have grown 
in and about small and large towns and derive their initiative and 


finance from town-people. It should be noted how there is a gr°' r ' 
ing tendency to substitute hand labour by machinery driven bypo wer 
wherever possible, and the horse conveyance and the bullock cart 
are malting room for bicycles and motor transport. How the small 
industries can be improved if capital is made available to the artisans 

» i i i i < ii « n P* 


1UUUM1US can oe improved it capital is made available to the arnsu"* 
on easy terms is demonstrated by the way in which the serving 
machine lias come into extensive use and displaced manual labour in 
the tailoring trade during the last generation. Co-operative organiza- 
tion alone is calculated to enable the poor rayats and rural craftsmen 
to tackle the . question of industrial capital in many °f 
directions indicated in this chapter, and the education of 
peopie by means of propaganda and demonstration is 
on y effective method- of securing progress . 1 It is impossible 
form a correct estimate of the amount of the capital employed m 
the different industries of the types dealt with, above, and to soy 
what actual increase there has been in its quantity witliin recent yea** 
hc re is no doubt about the fact that capital is being invested on i 
growing scale m new industries which are rising on all sides, and 
their C0m ^ m ore and more to appreciatethe advantage often a 

_J*m n gs to industri al and commercial concerns. Thevery^^,. 

Sports oUhfDmftrt 0 ™ 641011 on this subject will be found in 
tit>s *n ‘be different P^noet Aetl0ultnre ' Industries and of Cooperative 
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spread of Swadeshi and the failure of numerous banking, manufactur- 
ing and commercial concerns which occurred a few years ago, w ere 
eloquent enough in this respect as they showed the weakness and 
the strength of modern Indian industrialism. And the industrial boom 
which broke out on the termination of the world war and on the 
removakof State restriction of the investment of capital, clearly proved 
the enormous profits some people had made during war time, the accu- 
mulated savings of a few, which found fresh outlets and the oppor- 
tunities that were opened for the establishment of new industries. 

68. Large-scale Manufactures: — If the small improvements 
which are being effected here and there are omitted, it will be safe 
to state that there is no appreciable increase in the amount of 
capital invested by the people in the agricultural industry and in the 
small handicrafts. It is only in the manufacturing industries that a 
remarkable development has taken place in this respect. Excepting 
the cotton industry of Bombay, however, and other industries of 
extremely moderate dimensions elsewhere, they have owed their rise 
and prosperity mainly to European initiative and capital. Indian 
enterprise is slowly but steadily making its way in industrial organiza- 
tion and expansion and it has been strikingly stimulated by war- 
time prosperity. It is profits brought in by trade, especially foreign 
trade, and speculation that have been the main feeders of capital 
sunk in industrial enterprises of the modern type. Industrial and 
trade profits gather volume in the bands of individuals and 
stimulate big capital enterprises. In the hands of certain wealthy 
classes, however, the gains of speculation and trading are not 
helpful to industries which bring only a small though steady income 
to them and they do not like to hazard their money in manufactures 
which they have not acquired the capacity to manage and control. 
This state of things too is slowly changing and Marwari merchants in 
Calcutta and elsewhere are entering the province of modern large- 
scale industry as financiers. 

Almost the whole capital of the cotton mills, amounting to about 
thirty five to forty crores of rupees, has been raised in India. The 
tea plantations which have nearly the same amouiit of capital invest- 
ed in them, are most of them joint stock concerns registered in the 
United Kingdom. The jute industry with a capitalisation in the 
neighbourhood of twenty five crores, is also financed by European 
enterprise. That is very largely the case with the coal industry 
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which has an aggregate capital of fifteen crores of rupees. Mineral 
industries like those connected with gold, petroleum &c. are based 
on imported capital. Big engineering works and insurance and 
banking companies have to rely on external capital like the railways ; 
and the Indian government’s commercial undertakings have received 
the bulk of their capital from borrowings in the British market. In- 
dustries connected with wool, leather, silk, sugar, paper, glass, tiles, 
cement, oil, soap &c. have recently absorbed considerable capital, a 
large part of which, particularly in Bombay, is Indian, and there is 
much scope for expansion in this field. Several woollen mills, tile 
factories, tanneries, sugar factories and oil mills have been thus 
floated entirely with indigenous capital. The large quantities of 
capital which are required for manufacturing, planting, metal and 
mining industries have not been available in India and they have 
not been forthcoming because, so far as the people of this country 
are concerned, the enterprise, the confidence, the accumulated 
savings, expert knowledge and the organizing capacity as well as the 
facilities which are necessary for the establishment of such concerns, 
arc practically absent. 


The post-war industrial boom and the depression which suc- 
ceeded it, are exceedingly instructive in this connection. There 
were in the whole of India about 2,500 registered joint stock com- 
panies in 1912— lo and their total paid-up capital amounted to 72 
crores of rupees. At the close of the war period in 1918-19, the 
corresponding figures were approximately 2,800 and 107 crores. 
Mar-time restrictions on the floating of new capital being remote , 
the 3 ear 1921-22 witnessed a rapid growth, reflected in the dg lireS 
5,190 and 230 crores of rupees for the number of joint stock com- 
panies and paid-up capital respective!}'. Then came on the slump 
and se\eral concerns failed and went into liquidation. While 94 
companies with an aggregate authorized capital of 281 crores were 
oated in 1919-20 and 1039 companies with 14S crores in the nC * 1 
year, the figures representing authorized capital in the three succeed 
ing years declined to SO, 34 and 26 crores respectively. T!, J 
l. 0Unt ? f lhc aggregate authorized capital for the three y<f' 
to erntcro v;erc 21 » 30 and 19 crores respectively. 0v,in ^ 

in th- „L C ? noraic ^Pression, there was not much improve® 6 " < 
1928-29 ta.-, ,v ° ycars > the figures respectively for 1927-28 an 
^ ng s. 1 S-S and 27*26 crores. Capital raised on dc 
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tures is, of course, in addition to this ordinary capital; and working 
capital is , obtained to supplement it by means of deposits or of 
loans from banks. 

09. Existing Facilities:— A remarkable example is pro-' 
vided by the Tata Iron and Steel Company which was floated in 1 907 , 
with exclusively Indian capital of more than 21 crores of rupees. 
The undertaking was steadily expanded and no difficulty was experi- 
enced in securing the additional capital, 1 required later, the whole 
aggregating 10| crores of rupees, besides debentures. The fact, 
however, that the company found it necessary to float a big 
debenture loan in England and in times of depression found 
it difficult to raise sufficient funds to cover the working expenses, 
is significant. It is superfluous to state that India’s financial 
capacity is restricted in comparison with that of leading nations 
in the West, but it is an undoubted fact that within moderate 
limits there is considerable latent capital in the country which may 
enable enterprising people to start new industries provided they can 
inspire confidence. The history of manufacturing, commercial and 
banldng concerns which have been floated in recent years, proves 
that the sources of Indian capital have not been properly tapped 
and that they are calculated to yield a much richer harvest. Sound 
concerns, under the management of experienced and well-known 
industrialists, rarely fail to attract the requisite capital, most of which 
comes from the business community and a small proportion from the 
professional classes. - Capital goes on increasing in size like a snow 
ball, in the hands of big'capitalists and industrialists, and a good indus- 
trial proposition does not fail to enlist their support. English investors 
were approached by Government and they have contributed largely 
to the national debt of India. But the branch and feeder railways 
are now being financed with Indian capital and most of Government’s 
annual borrowing is being done in India with remarkable success. 

The position of rural areas with respect to the creation and 
accessibility of industrial capital differs radically from that of large 
commercial centres. There is, however, no small amount of capital 
available in the mofussil and a part of the annual savings is put to 

1 "Foe instance, at a recent directors’ meeting of the largest industrial 
, group in the country, it -was decided to increase the capital by issuing nearly 
5,000,000 worth of preference shares. In a few minutes this sum had been promised 
by directors sitting round the table and was subsequently entirely subscribed 
privately by Parses and Indian investors.”— Ainsoough’s Trade Report, 1921, 
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an industrial use. But owing to the absence of the regular habit of 
thrift, to lack of banking facilities and the infancy of the co-opera- 
tive movement, the small savings of the rural population can not be 
collected and made serviceable for the expansion of industries ; nor 
can the cultivator or the artisan draw upon a bank to satisfy his 
capital needs. The village money lender accommodates the small 
farmer and craftsman and exacts a comparatively high price for his 
services. It is only larger concerns and big industrialists that can 
secure help from the banks, which can not deal with the rayat or the 
artisan. Large and small banks must, therefore, be multiplied 
throughout the country and business habits must be inculcated among 
the mass of the people. The peasant and the craftsman are abso- 
lutely poor and thriftless. They either can not or do not save, and 
with their dependence on the middlemen or the sowkars, have to 
carry on their industries in most unfavourable conditions. 

The difficulties about capital are not so serious in the cities and 
presidency towns. In the Bombay Presidency, in particular, it is 
stated, the position is very' favourable. This is, however, the case 
of people who have substantial friends and good business connec- 
tions, and the small men are as badly off in cities and towns as m 
the mofussil. In the country as a whole, the banking system is t0 ° 
inelastic and insufficient to meet the requirements of the people- 
■Hie small industrial organizer or trader is hampered by the 0 
capital and has no access to the sources from winch it may be obtained- 
He can not get into touch with a bank which may help him and the 
expansion of banking and Government assistance appear to be the 
remedies that must be applied to improve the existing state of 
t nngs.. The spirit of commercial and industrial enterprise is slow!) 
spreading to the smaller towns and the rural areas, and it is becom- 
ing more and more possible to obtain financial help from the trading 
community and the thrifty classes for new ventures of modem o 
1ZG '. 1C re P or t of the Indian Industrial Commission has IflI< 
specia stress upon this aspect of the capital problem and indicate 
^dire ctions in which reform is called for. 1 

fcosses comnlnijfrfY** ‘ n ^ Jstr!es ao<i of those that aro now to IncJin ’ T lt 
capital cannot l,° , lU ? r y l ^ at *1*0 public aro -unwilling to Invest, that sa [Bf <, ' 
ana that bank*; -ir„° frorn tuo friends and acquaintances of the P r °- 

w °tMngcapita! ■>* nnwilHng to supplement iho deficiency or oron to V |0 
as to Ewaliow' u 0 n SUch P ur PosoB can only bo obtained at o r . 
trial Cotaini 5 8 \ ani psg 0 21 ° 4 proSls of t!l0 venture.”— Report of tho Indian 
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70, The * Hoarding ’ Habit -.—Much has been made of the 
hoarded wealth of India, and exaggerated views are held about its 
size. It ha s been estimated at anything ^between 500 and 800 crates 
of rupees. By hoarding is, of course, meant thc 'liabit of allowing 
wealth to he idle and of making an unremunerative use of what might 
have been employed in the further production of wealth. Some 
wealth of this description in India may certainly be converted into 
capital, and the spread of education, the growth of the investing habit 
and the provision of banking facilities may be calculated to bring 
about this change. On the whole, the p eople of this country are 
thrifty, and certain classes^ habitually practise thrift a nd d o Tending 
”busin"css. _ ’.Poverty and conventional. social needs drive manyji poor 
person into the arms of the money-lender, and once a borrower 
always a borrower, becomes the ru le in such cases. The above 
figures appear to exaggerate the size’of tfi'e“lioarcls,'’'but even taking 
the highest estimate of the so-called hoarded wealth of India, we find 
that.its amount ..does. mot exceed , Rs , 2_S, per head of the population, 
that is about half aj year’s average p er ^capital' income. The sam e 
CTityisi^i| offered with.respect torthejar genes s" of the size of the 
annual imports of gold and silver into India and the fadfis repeatedly 
bewailed by successive^ Finance MembersT] the explanation is 

the same i n both cases . _ A large part of the total is obviously used for 
the jeweller yaud plate of.the princes, the aristocracy, the landed gentry 
and the professional ^ classes j and the share for which tfie bullc of the 
population is responsible, must be too small to be at all worth consi- 
deration. Apyrt Jronp the/act.that , every pj e of the hoa rd ed wealth 
is urgently required J'or use as capital in the country , the total 
amount is as nothing comp aredyvrHr "the hoard's of other countries. 
Fondness Tor ornament, pomp and show is inherenV" in’ .human 
nature, and Indians are not perhaps free from the common weakness. 
The ..average ^TncBafT ’consumption .of the. ' precious "metals ~""is, 
however, small. The use of the precious metals in the arts in a 

" r " -r "” 1 ~ " ■■ ■ V. 

f 1 This subjeot ■will be dealt 'with further in the Chapter on curronoy. 
Writing to the Indian Merohants’ Chamber, Bombay, on 18th July, 1929, tho 
Finance Member says : — “ The private imports of gold and silver for the -ten 
-years upto March 31, 1929 have amounted to Bs. 382 crores, an average of over 
Bs. 38 orores per annum. These imports of gold and silver may be said to 
represent tho investment of savings but it is investment of an unproductive kind. 

If these savings ware invested in productive undertakings in Indio it 

would be unnecessary to borrow abroad it would be possible ......in" a 

^comparatively short time, to repay the whole of. ..sterling debt,” > 
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variety of ways, is regarded in the West as an indication of a high 
standard of living, and there is no reason why we should grudge to 
Indians of the middle and the lower classes a similar luxury on an 
extremely moderate scale. 


The habit of hoarding is fostered by insecurity, the absence of a 
trusted government, ignorance and by a love of ostentation and 
display. The hoard of an average family in India consists of the 
trinkets on the persons of women and children and rarely of men. 
Education w ill .cure the Indian population of thisjove of orna me nts 
but even in progressive countries fashion dictates the locking up of 
large amounts of wealth in plate and jewellery. Jn India jeweller}. 
hasTeei fth^Verage person’s bank which yields no interest^nd 
does not always ensure security. But it is'the'casiest and the most 
convenient method of saving and keeping wealth, in the absence of 
the facilities for and a knowledge of the advantages of banking. The 
trinkets are given as a pledge to the money-lender and on their 
security loans are raised. This_gold and silver is thus a kin d ofbS. n h~ 
ing rcscrye with jndigenpusjiankers. T he so cial c ustoms of t he peopi c 
requi re that married women must have a certain quantity of jewefier}' 
And among Hindus“the7^ 

property and the stand-by of women. As soon as a man has ®a£ e 
asmalUaying,hc will hasten to'cohyert'itTntol5rpanTentstf0l''i : h'r 11 - 
self, his wife and his children. iSven people of the middle class ha^ c 
often to pledge their jewellery for raising industrial and trading capit- 
al as well as for tiding over family difficulties. As soon as the p lir * 
pose for which the jewellery was pawned is fulfilled, the profits nro 
once more turned into ornaments. With the establishment of 

nty ol 



P?.°pl.e; „,ButJt is ignorance, a lack of banking && 
that still stand in the way/ JTuTprinces,^^ 
uo emen,^ jamindars jjnd other wealtlvypeaple have not yct bc^J; 

^^ISodernmethodFof Commerce', ~)TdQstry"ai^'^^ 

hey are slowly coming to 'u'hderstand the 'behcfit'That may 
eme from the investment of their surplus income in Governme 11 
s 5ff “ riti y, a . nt ^ in industrial enterprises, and that is n very h°P e 
hoard inrr' V °y ermnent ’s currency policy likewise encourages 
Commifsion S ° ld ’ ^ been im P licit b T admitted by the Hilton 
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71. Conditions of Saving There are other conditions 
besides security of property which make accumulation of capital - 
possible. The income of individuals and communities must be suffi- 
cient to enable them to lay by wealth for future use. Foresight and 
thrift are also equally necessary. There arc persons who take no 
thought of the morrow and.do not realise the importance of provid- 
ing against a rainy day. The ambition to live a life of independence 
and ease and to make provision for the proper bringing up of child- 
ren, is likewise an important factor. In backward communities and 
classes these motives are absent or feeble. Instances are not want- 
ing in India of persons who will stint themselves to provide for the 
education of their children, to give them a start in life or to leave to 
them a decent source of income. The indebtedness of the common 
Tayat and the artisan shows that this motive is not strong in him, 
but it is more the result of his poverty and ignorance than of 
extravagance. Social customs, traditions and prestige have likewise 
much to do with waste of wealth which could have been better saved 
and economically employed. 

. ■ Under the modern industrial organization, wealth is coming to 
be concentrated in a few hands, and the margin for saving is so - 
large in their case that they do not know what to do with the sur- 
plus. Profits of commerce and industry, which were very high 
owing to war conditions, in large cities like Calcutta and Bombay 
and which were in large part wasted in speculation,' return in part 
for investment as capital. There is no true abstinence in their case 
because there is no sacrifice involved. People will not also. save 
unless they have the means of securely depositing their savings or 1 
can use them remuneratively. There must, therefore, be sufficient 
scope for investment as well as satisfactory provision for the safe ' 
keeping of the savings, large' and small. These opportunities are' 1 
now opening out before all classes in India ; and co-operative so tie* ’ 
ties, joint stock companies and commercial undertakings which are ‘ 
rising in all directions, are an- unmistakable proof of this develop*' 
ment. - 

That the motive to save has not been very strong among all classesin 
India and that there is a deplorable tendency to spend beyond one’s 
means, on ceremonies and festivals, may bereadily admitted. But curious 
views are held by some in this connection and they are not justified. 
Prof. Marshall thus saj's of the Indian people ; — “ They make inter* 
8 ? 
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mittent provision for the near future, but scarcely any permanent 
provision for the distant future ; the great engineering works by 
which their productive resources have been so much increased, hate 
been made chiefly with the capital of the much less self-denying race 
of Englishmen. " l Prof. Marshall clearly did not lcnow that wealthy 
bankers have flourished in India from time immemorial and that res 
houses for travellers, roads, wells, canals, 1 ghats ' on river ban *s, 
tanks, water-ways, mansions, parks, gardens and other works were 
constructed with the savings of the Indian people long before Bntis i 
capital could come to this country, and these old works are a 
monument to the patience, foresight and self-denial of t 6 
misunderstood Indian races. And it may be asked, when m 
Englishmen begin to accumulate capital in large quantities, to 
use it for big engineering works and to lend it to other nations 
Again, was it not the enlightened self-interest rather than self-den} - 
ing altruism that prompted the saving and the lending activities o 
the English nation ? It is so unhistorical, unscientific and g r °ss J 
unfair to judge a poor and backward people by the standard o fl 
wealthy and advanced nation and to apply the same test to. poop cS 
differently situated, politically and economically. 


72. Power of Capital -—The conflict between capita! and 
labour, which has become intensely bitter in western countries an 
the socialist movement which lias spread widely in the world, sh 0 ' 7 
what great power capital is supposed to exercise in modern 
times and how its despotic rule is being strongly resent 
and counterattacked. Capital is only one of the fix* 01 * 
of wealth-production, but it so dominates the economic organiza- 
tion of the present day that the modern industrial regime itse 
has been characterized as capitalistic. Though the theories o 
socialists like Karl Marx, according to which labour is the sole cans 
of value and is, therefore, entitled to the whole output of products > 

are exaggerations, they only indicate how strong is the feeling 
resentment tlwt Uaav. „ — ^ » ,■* * n r ocrainsi' 



ormf anCl P ower of those who command capital and can, tfiere 

u ro abour - It is the concentration of capital in a few hands and 
likflol Stem - l ! nder ' vhich ihe workers feel that they are made to 
cobbed of iv °i Ut any Shaie tbe management of industry o n ‘ t 
lr ^ ue rewa rd and social status by the employed 
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have led to the revolt of labour, and it is to fight the power and the 
organization of capital that workmen’s associations have been formed. 
Economists 1 distinguish between two different conceptions of capital, 
(1) the technical and biological notion of surplus wealth laid aside or 
used" as production goods, and (2) the social and legal idea of econo- 
mic power our savings and means of production claimed as private pro- 
perty and used to earn an individual income. This is the organized 
power of exchange economy which enables the possessor of goods to 
control as well as to promote the development of industrial and com- 
mercial activity of the community. The second concept of capital 
applies predominantly to modern industrial societies, and the first to 
undeveloped communities. 

In India, industrial organization is yet mostly of the simple 
kind. The Jamindar or the big landlord is a capitalist as well as a 
monopolistic disposer of land so much sought for/ and wields enor- 
mous power. The position of his tenants is one of helplessness and 
the State has had to intervene to protect them by special laws. 
The owner of land is often the sowkar of the tenant, and his grip 
over the latter, is all the firmer in that case. The professional 
moneylender is, of course, a capitalist whose capital is, however, 
mostly lucrative’ capital. He is usually looked upon as a great 
tyrant because he exacts outrageously high rates of interest for the 
capital he lends. The borrower seeks a loan for purchasing necessaries 
of life or the raw materials and implements of his industry, and by 
mortgaging his land and pledging his trinkets, becomes the slave of 
the money-lender. As he can command labour, the capitalist, whe- 
ther urban or rural, must wield considerable power, and workmen, 
ignorant, helpless and unorganized, are at his mercy. Like the 
Jewish usurers of Europe, the Indian money-lenders have acquired a 
bad name, but it will be unjust to tar the whole class with the same 
brush. If some money-lenders are extortionate and harsh, others are 
sympathetic and considerate, and the village money-lender is often 
the friend of the rayat and the craftsman. The pow r er of the money- 
lender can be reduced only in proportion to the improvement in the 1 
credit of the cultivator and the artisan. Better credit and banking 
facilities are already having their beneficial effect. The usurious 


1 Rodberlns and Ad. Wagner. See Adolf Weber’s Allgomeine Volkswirt- 
sphaftslehre and also W. Heller, ' c 
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money-lender is, however, still powerful where unproductive and 
consumption loans are concerned.' 


The relations of capitalists and workmen are, in India, mostly 
regulated by custom, and it is only latterly that labourers have be- 
come conscious of their importance and rights. The customary 
attitude of debtors, tenants and labourers towards capitalists and 
employers, is one of submission and resignation which is at times 
carried to the verge of slavishness. This phase of economic deve- 
lopment is now passing away, and a new spirit is abroad among the 
working classes. They aTe no longer deferential, docile and dutiful 
and are slowly becoming Independent as varied avenues of work 
are _ being opened to them and the demand for their labour is steadi- 
ly increasing. The evolution is, therefore, from status to contract, 
and is the result of changing economic and political conditions. 

he spread of the factory system and the aggregation of hundreds 
and thousands of workers in mills, are tending to reproduce west- 
ern labour conditions in India and the economic conflict lias 
a ready been initiated. The numerous strikes of recent occurrence 
are an index of the economic change which can not be mistaken, 
-the spirit of conflict lias now extended to the relations subsisting 
e v,een Zamindars and ‘ kisans ’ in northern India and elsewhere. 


nn . *?; Fo * e ‘Sn Capital in India :~We have already pointed 
mannff ™° St of . the !ar S c industries in India, particularly the 
« , . ”5’ mimn g> engineering and nlantinp- industries, ate 


works os ra,T-n.o 6 j? . . or “e construction of such pUW !t 

policv of nttro ^^.^Sation works, the State has adopted the 
by this nnT C - 1D ^ ntlsb ca P*tal. The country has surely benefited 
been n f W fT lnasmuc ^ as those productive works could not have 
for British C i ame ^ ou t- London is the largest source of capital 
an average an< * fore *& n countries, and England tod; 011 

capital lfas i efore the war> about Rs - 300 crores to lend ° yer y y®?' 
western coiir.tt° 0rne -rk° Sm ^ oRtan and 15 comparatively cheap ' n 
China and Turke S " h 8 railway " s in the Colonies and in countries like 
ey ’ have bee n constructed with the help of English' 

i0a ° f 1880 observed :_*• However just may be'W 
bt mV,Rr9d that ho is the t t he ,‘‘ Marwan ” or foreign usurer, it roust b e " 

oooudemuaHoa must nn; s* 0 * & dlS0ase ^ condition of the community- 

SutoT 1 I! ’ 0St ? ded t0 th0 *»»•» banker of the better 

0 "Lsponso,” ho rural communities of India have at no time be » 
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American and French capital. Exported capital goes out in the 
^Saape of manufactured goods such as steel rails, rolling stock and 
locomotives ; and the lending nations compete with one another m 
supplying them as it encourages their industries. Dissatisfaction is 
often^expressed in England that so much capital goes out of the 
countrylvexy year to fertilise foreign economic enterprise and- that 
indigenous industries have to starve. It is obvious ttat on uccoun 
of the wastage of the disastrous war, capital will be scarce and dear 
t the world for some years to come, and India will be largely thrown 
upon her own resources. 1 * * * * * * In one way this will not be an undesir- 
able effect as saving will thereby be stimulated and larger amounts 
of indigenous capital will be available for our trade and industries. 

The benefit which the importation of foreign capital has confer- 
red upon the Indian people, is duly recognised; a.nd any opposition 
to the employment of foreign capital as such will be unreasonable. 
Capital, like labour, must be paid its price and a country which 
docs not possess capital of its own, must import it for its 
economic development. 8 The objection, however, is raised, as has 
been well said, not against foreign capital but against the foreign 


capitalist who exhausts our national resources and takes away profits 
out of the country. He is not willing to train Indians to become 
skilled experts and managers and relies upon imported labour instead. 
He is not also content with the normal and reasonable rate of inter- 
est on the amount of finance he supplies. He is not, therefore, 
merely a capitalist but an industrialist wanting profit as well as in- 
terest. Besides this disadvantage of the employment of foreign 
capital, there is another, viz. that it creates strong vested interests 
and foreign capitalists show an invariable tendency to oppose mea- 
sures of political and other reform which, in their opinion, are 
calculated to threaten the security of their investments but which, in 
reality, are necessary for the economic and the all-round progress of 
the country. The cry of ‘capital in danger,’ is as frequently heard as 
the cry of ‘religion in danger when question of reform are mooted. The 


1 The present position of the tf. S. A. as tbo great creditor of Europe, 

holding thousands of orore3 worth of gold and of European securities, is almost 

unique in the history of tho world. 

£ “The great mistake to ho guarded against is that beoauBe certain capital 

used in India is foreign, it must, therefore, do harm to tho country. It has, of 

course, to he considered that wo ought not to pay too high a price for it.”— Cal- 

cutta Industrial Conference, 1?06, 
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foreign capitalist can not and docs not .look at Indian economic 
questions from India's national view point. The latest illustration of 
this is found in the outcry of expropriation and racial discrimination 
against the proposal before the central legislature regarding the reser- 
vation of coastal trade to Indian-owned shipping. It is poor consola- 
tion that foreign capital enables additional wages being paid to indi- 
genous labour when it secures the cream of the benefit of industry 
for itself. Mr. Dutt characterises the employment by the State 
of foreign capital for its railways as an instance of ' the right use 
of foreign capital ’ ; and equally right will be its use if onty 
interest had to be paid on it and it were employed by Indians 
who would derive all the profit out of its employment. It lias, 
therefore, been maintained: "when we turn to the petroleum 
industry in Burma, the gold mines of Mysore, the coal mines 
of Bengal, the tea and jute industries, the carrying trade by 
sea and the financing of our vast foreign trade by foreign banks, 
we come upon another and a less favourable aspect of the question o 
the investment of foreign capital. It is impossible to estimate accura- 
tely the amount of wealth that goes out of the country in this man- 
ner, though an approximate idea can be had of it from the excess ^ 
our exports over our imports after omitting government transactions. 
The question of the employment of foreign capital lias come into specia 
prominence in connection with the policy of protection adopted b) 
the Indian legislature and government. It was contended that if fi ,e 
country was called upon to pay for the protection of industries, it v,a ^ 
entitled to insist upon certain restrictions being imposed. The Stee 
Protection Act of 1924, therefore, provided for the technical trainml 
of Indians in the manufacturing processes, registration of comp aD,eS 
in India with rupee capital and the presence of a number of Indi« nS 
among their directors. 2 An external capital committee was app°i» tc 


1 of tbc successful exploitation of tbe petroleum fields of Eur^ 

• ( ow Sir) Thomas Holland observed in a paper read before the 1° ] 

reoui^ O rr-n 90 l 5: ~’' TheO11BregreUaHe featnre iB tbe fact that 

seouonti W Vr 8 deep We,ls bas been raise fi in Europe, and the pro 

eTeSL h 8 "? t l ef “ h ? °° Untry - In petroleum indusW, as in so many ^ 
J h ® klaa ’ Inaia continue to pay such an unnecessary 0 
their reserved ! -° n ? as tbose in tbe country who possess money wii n ° 

r reserve fund u, industrial purposes.” 

the labour ^ tbe Le G' - slative Assembly, September session, !•" ' , 

kC ln the works at Gulmori. 
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to go into the wkole. question thus raised and to recommend a 
general policy. A summary of the report of this committee is print- 
ed as an Appendix to this chapter. The growing tendency of 
foreign capitalists, including the Japanese, to start industrial and 
commercial establishments in India, is significant. 

1 %, Capital and Banks-.— The subject of banking and credit 
will be separately dealt with in a subsequent chapter. We have to 
refer here to the facilities that at present east and that must be 
provided in order to make industries more productive and to assist 
the starting of new ventures. During recent years, banking has made 
considerable progress in India in spite of the failure of several 
indigenous banks in 1 9 1 3 . The big concerns of the western type viz. 
the Presidency Banks, now amalgamated into the Imperial Bank of 
India, Exchange Banks and Indian Joint Stock Banks me almost 
exclusively concerned with the financing of trade and supplying 
working capital to the bigger industries. All of them receive depo- 
sits, make loans and deal in bills of exchange, the second class of 
banks buying and selling foreign exchange, besides. The total depo- 
sits of the Imperial Bank, the Exchange Banks and the principal joint 
stock banks now exceed 200 crores, the amount in the case of the 
last alone being 60 crores. Compared with western countries, India 
is very backward in banking and, therefore, in industrial development, 
There are, besides, Indian shroffs and bankers who likewise finance 
internal trade. Upon them falls almost exclusively the duty of find- 
ing finance for the movement of crops from the interior to the 
ports and for the current requirements of agriculture. The savings 
of the people are, however, deposited with the above named banks 
and with Postal Savings Banks, the deposits in the latter amount- 
ing to over 29 crores of rupees and co-operative credit banks 
contributing their quota of like amount. The bankiiig habit Is 
certainly growing upon the people, and the war loans and cash 
certificates have provided a very useful practical lesson of the 
advantages of investing even small savings. More banks and 
investing facilities are, however, needed and the banks must be 
scattered all over the country, collecting small amounts and lending 
them for productive purposes. The banks do not reach the small 
cultivator, craftsman and trader and if co-operative banks are except- 
ed, it may be stated that the rural and urban sowkars are the sole 
source from which loans are obtained. These money-lender's 
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charge high rates of interest, anything between 10 and 70 p. c., 
according to their opportunity and the position of the borrower, and 
it is not a wonder if the debtors are ruined instead of benefiting by 
the loans of capital. The Tata Industrial Bank was a step in the 
right direction and was expected to supply capital to new industries. 
But owing to post-war depression, it had to be amalgamated with the 
Central Bank of India. Many such banks, independent or State-aid- 
ed, are required for the financing of industrial ventures, particularly 
the smaller industries. 


There is unanimity of opinion that the assistance rendered by 
the existing banks is .absolutely inadequate, and more banks must be 
started and scattered all over the country. The Imperial Bank has 
opened new branches in various centres in the country, but such 
banking institutions may not be able to give credit for long periods 
required for industries, and' special industrial banks will have to be 
established with State assistance. There is so much State money > 
it is felt, lying in the Reserves of the Government and it may be 
made available, in suitable ways, for the encouragement of indigenous 
industries. Crores of rupees belonging to the Paper Currency, mid 
the Gold Standard Reserves have been lent in England ; they may 
be kept m India and be utilized for the promotion of economic 
eve opment in this country, of course, with the essential safeguards, 
lere can e no doubt about the fact that the existing financial 
by V,r ^°k v ^ a S e a nd town sowkars and shroffs, j°i nt 
Imperial Bank and Exchange Banks, together with 
. . °P era ive credit societies and the Government, which give loans 

agncukunsts for improvements, supply capital to Indian trade 
111 U ^. ry> ls une qual to the requirements of the economic 
attcnHn °, C0Untry * The industrial Commission gave its best 
” 0 t ie . P rQ blem of the finance of indigenous industries, and 
which severf d valuable suggestions regarding the help, 

consifW/i tv, e r Can an ^ ou 2l lt to render in this connection. It has 
and the / the 110653 ° n which industrial banks should be conducted 
the ° n Wkch G °vernment should assist industrialists with 

must serion h i ey t lle f d ' Th5s is a fi uestion which the State in India 
P»mS 0 1 ;, t!,CWeif i‘ is Pl“5' »»y important part in ® 
now a ‘ tra of the economic pj-ogj-egg ° fthe CQuntry .- Industries 

given, to a smnu 6 ^ sub i ect i’ 1 ^e provinces j and assistance is being . 

1111 extent > to industries in the shape of the advance of 
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capital by some Provincial governments. Government’s policy of 
giving agricultural loans and advances to cultivators under the Land 
Improvement Loans Act of 1883 and the Agriculturists’ Loans Act 
of 1884 has not proved a success and salvation lias had to be sought 
in the co-operative movement,, 1 Discussing the operation of the 
latter of these two Acts whose scope is explained in our foot note, the 
Agricultural Commission came to the following conclusions “ The 
Act can never be the means for meeting all the normal requirements 

of agriculture ; but is of great value in certain contingencies We 

are of opinion that the Act must remain on the Statute Book until 
the spread of thrift or of co-operative credit or of both renders it 
obsolete. ” 2 

The illustration shows how deficient is the supply of agricul- 
tural capital, and what is true of agriculture is also true of other 
indigenous industries, large and small, and particularly, the latter. 
The little savings of the people, it need not be repeated, will have to 
be collected in banks scattered throughout the country and must be 
supplemented with State funds where necessary. In France, for 
instance, the State assists agricultural and other associations with 
capital in this way. 3 Of course, a sound system will have to be 
devised under which the object in view will be attained with safety 
to the tax-payer and consistently with the healthy progress of indi- 
genous industries and banking. Co-operative credit societies are 
playing an important role in connection with the capital needs of the 

1. "The former enaotmont authorises tho grant of loans by looal offioers 
subjeot to rules laid down by the looal Government for the purpose of making 
any improvement, an improvement being defined as any work that adds to tho 
letting value of land. Wells take the first place among such works. Loans 
aro ropayabio by instalments and recoverable generally as if they were 
arrears of land revenue. The Agriculturists’ Loans Act makes similar provision 
for advances for other purposes, not specified in tlio Land Improvement Loans 
Aot but connected with agricultural objects, including the relief of distress, the 
purohoso of seed and oattlo. Tho rate of interest on Government advances 
1*61 Per cent, (one anna in the rupeo) or less as compared with 12 to 24 per cent 
or moro exacted by the villago money lender ; but advances are made only for 
specific purposes, they entail moro formalities than the villago loan and the 
repayment is enforcod with greater rigidity, so that In the past Government 
loans, though largo In the aggregate, have not had any great influence on 
tho agricultural oredit of the country Moral and Material Progress 
"Report, 1911. 

2. Report, Para 3G2. 

3. See Gide’a Principles of Political Economy, 

23 
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agricultural population and the number of the members of these 
institutions and the amount of working capital dealt with by them 
are steadily increasing. Land mortgage banks are a suitable agencjr 
for financing agricultural improvements needing long-term credit and 
they have been now started in some Provinces. Similar effort seems 
to be called for to promote the growth of small sized urban and rural 
industries which have to pay a heavy toll to-day to the money-lender 
and middle man and whose expansion is arrested and whose very ex- 
istence is threatened. The possibilities of development in this direc- 
tion are immence and Indian agriculture is bound to show greater 
improvement with expanding facilities of credit and capital. Popular 
education in the widest sense of the term, is a preliminary and an 
adjunct of this movement and until that problem is vigorously tackled, 
advance is bouud to be slow and unsatisfactory.' 

Select References 

Mr. James Mnckcnna •• Agriculture in India ; Keatinge •. Rural Economy in the 
Bombay Deccan and Agricultural Progress in Western India ; Dr. H. H. Mann : Life 
and Labour in a Deccan Village : Study I and II ; Calvert : Wealth and Welfare in 
the Punjab; Reports of Royal Commissions on Famines ; Reports on Joint Stock 
Companies in India ; Reports of the Provincial Agricultural Departments ; Reports of 
the Indian Industrial Conference \ Statistical Tables relating to Banks in India with 
a Map , Introductory Memorandum , and Banking Directory ; S. C. Roy Agricultural 
Indebtedness and its Remedies ; Some South Indian Villages: University of Madras 
Economic series I; Report on Co-operative Credit Societies inlndia; Reports on inquiries 
into the condition of various indigenous industries, carried out under the orders of Pro- 
vincial Govcrnuicnts-.Reporl of the Holland Commission onlndian Industries ; Statistical 
Abstract of British India; Agricultural Statistics of India; Large Industrial Establi- 
shments in India ; D.R. Gadgil : The Industrial Evolution of India in Recent Times ; 
M. L. Darling : The Punjab Peasant in Prosperity and Debt ; Report of the Exter- 
nal Capital Committee; Report of the Royal Commission on Agriculture in India; 
S. Kesava Iyengar . Studies in Indian Rural Economics ; B.G. Sapre •• Agricultural 
Economics ; Publications of the Board of Economic Enquiry, Punjab. 


1. On this and other problems relating to rural conditions and improvement, 
read Prof. 8. Kesava Iyengar’s Studies in Indian Rural Economics. 
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FOREIGN CAPITAL IN INDIA 


Report of External Capital Committee. 


The report of the External Capital Committee, appointed by Government 
in accordance with the promise given by tho Honourable Sir Oharle3 Innes 
in the Legislative Assembly on the 5th June, 1924, to consider tho question 
of the flow of capital into India from external sources, is summarised below: — 
The Committee have not attempted to estimato tho amount of external 
capital in India as any such calculation must be largely guesswork. They 
do not think that any practical purpose would bo served by such an estimate. 
As a general principle they hold that the inflow of external capital is not 
only unobjectionable in itself, but that it is a valuable factor in assisting the 
economic development of the country and in increasing its wealth and employ- 
ment, though they believe that it is even more advantageous that India’s 
requirements of new capital should bo supplied from internal sources, so far 
as internal capital is forthcoming. India possesses a largo store of dormant 
capital awaiting development and in order to make this available for invest- 
ment they suggost that a preliminary survey should be undertaken by Govern- 
ment without delay of tho whole field of banking organisation and credit 
facilities in India, this preliminary survey to be followed by a detailed 
oxaminatiou by experts. The following are some of the questions, a dotailed 
examination of which the Committee consider would bo most likely to lead to 
fruitful results. 


BANKING FACILITIES. 

Tho first is the question of increasing the facilities for doposit and 
investment by the creation of now branches of tho Imperial Bank, tho exten- 
sion of tho facilities of existing banks and tho formation of now banks. 
They also suggest an examination of the indigenous banking system in order 
that tho crodit facilities which they now afford may bo fully utilised and 
further developed by being fitted into tho modern banking syetsm, and of 
tho various proposals for Government control of joint stock banks. The mo3t 
important question is the provision of a comprehensive scheme of banking 
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education which will furnish an adequate supply of Indian bankers trained 
on sound and modern lines. One of the first points for consideration in 
this connection would b8 the desirability of creating an all India institute of 
bankers to supervise courses of instruction combining both practical and 
theoretical training in banking. As regards the facilities for investment, 
they consider that as fresh capital must, if progress is to be healthy, be 
attracted first into investments in which safety is the primary consideration, 
stops should be taken to encourage dealings in Government securities by 
extending the Pablic Debt Office facilities to the more important commercial 
contres outside the presidency towns thereby creatiug more money markets 
throughout India, constituted on modern lines. 

Other questions of importance are a co-ordinated examination of the 
machinery for the provision of credit to agriculture and to industry either by 
direct Government assistance or through industrial and co-operative bank6, 
and the development of negotiable instruments so that they can take their 
proper part in the financing of Indian trade. _• *’] 

RESTRICTIVE .MEASURES. 

Turning next to the question of imposing restrictions on external capital, 
the Committee distinguish between different forms of external capital 
according to the extent to which such capital carries with it control over 
Indian industrial organisation and Indian natural resources. According to 
this critorion, external capital is divided into three categories, namely : — (1) 
Investments in which the external investor is merely entitled to a stipulated 
rate of interest and only acquires rights of control whoa there is default, a3 
m the case of state and municipal loans, bonds and debentures of private 
companies, and bank loans; (2) Investments in which the external in- 
vestor enters into competitive business on equal terms with Indian enter- 
prise as in the case of cotton and other textile mills, mercantile houses 
and the like; and (3) Investments in winch the extornal capitalist acquires 
special privileges or concessions of land which give him exclusive possession 
or exclusive rights of exploitati on of particular portions of the natural 
resources of India. As rogards class (1), the Committee do not consider 
any measures of control necessary, but in tin case of Government and quasi- 
Govcrmncnt loans they ada that the rate of interest should not bo tho solo 
consideration in placing such loans, and that, other things being equal, pre- 
ference should bo granted to tho Indian investor. 

PRACTICAL OBJECTIOHS. 

. Af tor oareful consideration of tbo various devices suggested for impfis- 

-ng control tho Committee havo come to tho conclusion that restrictive 
ea.nrcs nonld bo cither impracticable or disproportionately injurious to th* 



Appendix 


221 


Indian investor in cases falling under class (2). Most, general of these 
suggestions for control are the registration of new companies in India with 
rupeo capital, and definite reservation to Indian investors of a proportion of 
the shares, stipulation for a definite proportion of the directors being Indian, 
and for facilities being afforded for training of Indian apprentices, and the 
imposition of penal taxation on companies which do not comply with these 
conditions. The Committee point out that these suggestions could only bo 
applied to new companies, and that they would entail a very elaborate system 
of trade licensing and inquisitorial government control, which would tend to 
provent the development of private companies into joint stock companies. 
Restrictions on the transfer of shares from Indians to non-Indians might 
possibly increase the yield in certain exceptional cases, but this would be 
largely counterbalanced by their lower sale value on account of the absence 
of an open market for the sale of investments. Further practical objections 
are the probable evasion of the restrictions by the large capitalist, and the 
increased difficulty to the small investor of finding purchasers, for which 
brokers would naturally charge an enhanced commission. The Committee’s 
objection to a statutory minimum of directors is based on the right of 
shareholders uuder ordinary circumstances to have an unfettered control over 
their own directorate, and on the principle that it would be unadvisable and 
uneconomic to compel companies to labour under a proportion of directors 
whose business qualifications were only a secondary consideration. 

THE RECOMMENDATIONS. 

The Committee are also opposed to keeping subscription lists for now or 
additional capital open to Indians for a prolongpd period as, if Indian subs- 
cribers wore subsequently allowed to sell them in the open market without 
restriction the effects of such a policy on the ultimate control of the company' 
would be negligible while the dislocation created to the commercial machinery 
of the country by such a general provision would be incalculable. Pandit 
Madan Mohan Malaviya, while recognising the force of this argument, holds 
that some such action is desirable on the ground that there would be some 
residuum of additional Indian holdings as a result. Where, however, definite 
concessions are granted to particular concerns, as in the third class of extern- 
al capital, they agree that definite restrictions might be imposed. Th'oy 
would subdivide this class further into two : — (1) Where the foreign capita- 
list acquires a definite pecuniary concession such as a bounty, and (2) where 
ho acquires a concession which will enable him to exploit a wasting asset 
such as a mineral concession. In the first case they consider that restrictions 
might bo imposed of the naturo described in Section 5 of the Steel Industry 
Protection Act of 192d, namely, that companies should be registered in India 
with rupee capital, and a reasonable proportion of Indian directors, and 
reasonable facilities for the technical training of Indian apprentices should be 
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provided. As regards mining and similar concessions, they are of opinion 
that no definite proportion can be prescribed, and the matter must be dealt 
•with by the expert departments of Government concerned, the general crite- 
rion being that concessions should only be granted to external concerns whore 
it is clearly in the national interest that they should, and where internal 
capital is not forthcoming on reasonable terms, and then only subject to such 
safe-guards as may be suiablo for each case. 

Lastly the Oommittoo do not consider it necessary to exomine in detail 
the measures to be taken to givo effect to these recommendations as they do 
not supposo that any general legislation will be necessary. If Government 
accept them, the necessary legislative and executive Btep3 can bo taken to give 
effect to them on each occasion when a bounty or similar concession is granted. 



CHAPTER VII 


ORGANIZATION OF PRODUCTION 


75. Function of Organization 1 To the three factors of 
■wealth-production so far considered viz. land, labour and capital, a 
fourth is usually added, and it is called organization. The existence 
of this factor is not felt when the industry is small and the mode of 
production is simple. A petty farmer, for instance, produces a crop 
by labouring on his own land with the help of implements and 
subsistence provided entirely out of his personal' savings. Here only 
three factors of production arc apparently present and the element 
of organization is inconspicuous and hidden from the view because 
it is a part and parcel of labour and is indistinguishable from it. But 
a large farmer must engage the services of labourers and may have 
to borrow a part of the capital that is necessary. The bringing of the 
essentials of production together and the management of industry 
constitute organization ; and the value of this work grows with the 
increasing dimensions and complexity involved in the production of 
wealth on an extensive scale and for a large market. Knowledge, 
forethought, enterprise, daring iuventiveness and other qualities are 
needed for the successful organization of large-scale industries in 
which the elements of production can not be contributed by the same 
individual. Profit is the reward of the service rendered by the 
organizer, as rent, wages and interest are the remuneration for the 
contributions of land, labour and capital respectively. Industry is 
organized in different forms and the skilful manipulation of the factors 
of production makes them efficient and capable of yielding higher 
returns. Producing commodities for a wide market often in anticipa- 
tion of demand, assumption of risk involved in unexpected changes 
in demand and price, proper selection of materials and labour and 
skill in disposing of the output, are the chief characteristics of an 
enterpriser, entrepreneur or unternehmer. 

The evolution of the organization of production can be traced 
through its different stages from the self-sufficing form of individual 
or family wealth-creation to the factory regime of modern times. 
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Production upon a large scale, with the assistance of armies of 
operatives and of vast quantities of capital for an extensive market, 
is the most striking characteristic of the present day. The use of 
machinery, the easy and plentiful supply of capital and improve- 
ments in the means of communication, have produced remarkable 
social and economic effects. The cultivator no longer produces for 
his own family or his own village but supplies, though unconsciously, 
the most distant markets with the produce of his field. The artisan 
is no longer an autonomous worker plying his tools at home and the 
owner of the commodities he turns out. The craftsmen, as inde- 
pendent workers, have been displaced by employers of masses of 
labour and machinery, and they have been reduced to the condi- 
tion of people working for a wage in factories owned by huge 
companies or by wealthy individuals. The old local and national 
markets have become wider and international, and a minute divi- 
sion of labour and concentration in production, specialization and 
integration of industry, have been the result. 

In these circumstances, the function of the organizer, the 
‘entrepreneur’, is one of no little difficulty aud responsibility; and 
his remuneration is correspondingly high. Before putting his band 
to an undertaking, he has to estimate the extent of the demand for 
the goods proposed to be produced, the prices at which they will sell, 
the aggregate costs of the manufacture and the margin of profit that 
may be expected. Errors in the calculation are attended with seri- 
ous risks and some of his anticipations may be falsified either by a 
wrong judgment or by an unexpected turn of events which he can 
not control. The margin for mistakes or misfortunes is exceedingly 
small on account of the keen competition which prevails. The 
element of speculation which thus characterizes the organization of 
production, is one of the evils of the modern factory system, and 
it has given rise to other evils such as those of combination 
trusts, cartels and monopolies. The gains of individual capi- 
talists and organizers are often incompatible with social in- 
terests, which the state has to interfere to protect. The ad- 
vantages of big undertakings are obvious and it is not always easy 
to secure them without sharing the harm associated with them. Skill 
of the organizer consists in the acquisition and the 'use of the factors 
of production on the principle of maximum results at minimum cost; 
and every economy and improvement contributes to success. The 
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daily advance of science increases the facilities for industrial under- 
takings while, at the same time, it intensifies competition. 

76 Home Industry -.—Where life is very simple, a family is 
self-sufficient, producing every thing it needs, except perhaps a few 
articles which can not be produced at home. The use of machinery 
is both a cause and an effect of a minute division of an industry 
into different operations. Specialization is to he found not only in 
connection with separate crafts butalsa within distinct branches of the 
same craft. This industrial evolution may be marked in the economic 
history of every community, and India is no exception to the 
general rule. The ‘capitalist’ or ‘factory’ system has not, however, 
entirely superceded the domestic or craft system even in western 
countries, and this phenomenon is more remarkable in India than 
elsewhere. 1 Here large industries and large farming are exceptions 
and despite the encroachment of modern methods of production and 
transport, the industrial organization of the old type still persists, 
providing employment for the vast bulk of the population. Organiz- 
ation may take any of the following forms: (1) the cottage industry 
in which the autonomous producer owns his capital and the output 
of his labour ; (2) the homo industry distinguished from the preced- 
ing by the fact that, though working in his own home, the producer 
is supplied with capital in the shape of raw material by an employer 
who remunerates him for his labour and claims the finished article ; 
(3) the manufactory, where the premises, tools, machinery and raw 
materials of the industry are furnished by a capitalist owner who 
engages the services of workmen on a wage contract; (4) partner- 
ship business where the making of the above arrangements may be 
shared by two or more individuals ; (5) the expansion of the preced- 
ing into the factory system worked on the joint stock principle ; 
and (6) combinations, in various shapes of such large undertakings, 
e. g. trusts. These forms are not absolutely exclusive and may 


1 "Even now-a-days, although the faotory is the oharateristio mode of in 
dustry, all tho other forms are still to be found. Wo soo traces of domestic in- 
dustry in the peasants' houses where the wife bakes tho broad and spins tho flax 
for the household linen; and in some of the provincial towns whore Jam-making, 
ham-ouring and washing are done at home and have not yet become industries. 
In all towns a large number of artisans may still bo found plying divers trades 
and working for their customers as in tho Middle Ages. And there are still 
manufactories which employ only hand labour." — Gide • Pohtioal Eoonomy. 

29 
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overlap one another with regard to some of the distinguishing 
features as will he indicated below. 


Almost all the old indigenous industries arc on u small scale 
and are carried on in the homes of the autonomous workers. The 
spinner, the weaver, the potter, the blacksmith, the coppersmith, 
the goldsmith, the oil presscr, the leather worker, the tailor, the 
dyer, the shoe-maker — arc all producers of tins type. They osvn 
the simple tools of their trades, but have very ofieu to depend upon 
the neighbouring money-lender for the supply of raw materials and 
food &c. Very rarely cultivators and craftsmen may combine and 
carry on their business on the partnership principle. Partnership 
has been well-known in India from very old times and is generally 
practised in trade and farming which can not be well managed by 
a single worker, though assisted by the members of Iris family. 
We have references to trade and industries conducted by partners 
and to the rules regulating such organization in the most ancient 
Indian literature, and the partnership principle seems to have been 
extensively practised .’ 1 Autonomous producers work in their own 
homes and turn out goods which command ready sale In the local 
or the neighbouring market. Some special products of well-known 
places, e. g. Benares silks, are in demand in distant parts of the 
country. The craftsmen will also work to the order of local custo- 
mers, but this demand is not sufficient and their goods are generally 
purchased by the merchants in the locality, who send them to different 
markets . 8 Craftsmen working in their own homes may not often be 


T a *' Se ° Kautllyas ' s Artbasiiastra and Mujurador’s Corporate Life in Ancient 
ndia, as also the Economic History of Anciont India by Prof. S. K. Das. 

2. Tbe arts and manufactures of India are more easily sepaiablo into 
-ect ons, corresponding with band labour and steam power, than are those of 
most countries; for handicrafts in spite of the meohanioal development of tbe 
Past century, are still very important to the Indian people. The carpenter, tbe 
potter, the blacksmith, the weaver, tho dyer, the tailor, the shoe-maker and the 
sweetmeat-maker are recognized members of most village communities. The 

igher crafts— those of artistic workers in wood, clay, stone, metals and textiles— 

are oarried on in special localities and in direct relationship to physioal and 
administrative conditions. When, for instance, band labour industries are prao- 

ise on a arge scale they tend to become centralized in important towns. 

hiwwL? 1 °- We f ^aimfaotures are not in any way indigenous industries; hut have 
e * 2 * * * * * nd are controlled, by the supply of raw material and fuel, by 

ento^ D it transport and by the degree of association with European 

ecennial Report on Moral and Material Progress^ 1913. 
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Autonomous producers. The merchant, who is also the money-lender 
of the village or town, gives out pieces of work to be done in the 
Homes of the craftsmen. He supplies the raw material, rarely also 
the tools, and takes away the finished product, paying the worker 
what amounts only to a small wage. Some times there is a subordi- 
nate undertaker between the top entrepreneur and the actual 
craftsman who likewise may employ operatives himself to assist and 
work under him. The actual worker is thereby relieved of all 
responsibility and escapes the trouble involved in finding capital 
and disposing of the finished pioduct. But he is, at the same time, 
reduced to the position of a drudge, and the sense of ownership and 
independence is entirely lost. The capitalist may also set up a factory 
in his own house and require the craftsmen to work there. He 
supplies the tools and the raw material, and the workers are mere 
wage-earners, not having the satisfaction even of working in their 
homes. They share neither responsibility nor the profits of the 
trade. Instances of this form of business organization are found 
every where throughout the country. 

77. The Manufactory. — An employer who finds that there 
is a good and steady demand for a certain commodity in a locality, 
will organize an industry in this way in a town, on account of its 
large market or transport facilities; or artisans may be attracted to 
such an industrial centre by tempting prospects. Such industries 
are to be found organized in moderate-sized towns where a larger 
variety of goods is in demand than in rural areas. Rajas and noble- 
men used to invite craftsmen to their towns and to give them 
special facilities to settle and ply their trades. The immigration of 
artisans led to the prosperity of the town as well as their own, and 
the localization of certain industries in the cities of old, in the times 
of Mahomedan and Hindu rule, may be traced to this cause. 1 It 
will be observed that a variety of definite conditions necessitates 
and favours the setting up of this class of moderate-sized manufact- 


1. "The silk and embroidery industry of Poona was entirely due to the 
encouragement given to the foreign settlers from Burhanpur, Faithan and otbor 
towns to oomo and live under the Peishwa's protection on house sites which were 
granted free to them. Individual merchants wore encouraged in large towns to 
open shops with the help of Government advances.” — Ranadeilntoduction to the 
Peishwa's Diaries. This industry as well as tho makiDg of brass and oopper 
vessols in Poona is now on the downward grade owing to decline in demand and 
the competition of cheaper and machine-made goods. 
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ore?. There m a pretty constant demtn<l for certain commodilic* 
the manufacture of wh;rh hut been > tanikrdircri: am; a c mitnli-'- 
find: therein an opportunity for starting pro taction. He *tudicf 
the tn‘tc? of consumers, arrange 1 . for the supply of the raw mate, 
rials oflr« industry, engine"- the c ertice~ of ; killed t ihaurcrs imd 
c ell? the output of the factory to w»njc tie* ns well ax retail traders, 
A too j deni of onnuri/uig cap wily is tln-pl ived in bu'inef? of this 
description, and the, numerous product* of th iiidmtrle- iniy ho 
fccr; m the b.f' tr of any Indian tours. lira*- and filter tefeX 
to\", uubroidcred and plain dhotics ’ \* e~, turbans shoos and 
slippers, ‘hirtip, wooden blankets gold and shcr ornaments, 
cutler) - — in fact, the hundred and one nrt<ch,‘> of daily use in the 
IntVan household arc manufactured in tmril manufactories for Stic 
in thi bazar. Sale by s do with this '-vstem of production, go"" on 
the home industry of the autonomous craftsmen. One scrion* 
weakness of the latter and to a smaller extent of the former tdso, i* 
the lack of regal trily, forethought, adaptability and ambition betray- 
cl by the workers. The craftsmen possess ample specialized skill 
which is valued by customers, but they do not uppear even to study 
their cclf-inlcrcst and arc much less inclined to please their patron? 
by doing things in time. The crafts arc, therefore, being slowly 
substituted by the factory or are parsing into the hands of more 
enterprising men. Industries connected with men's and women’s 
garments, domestic utensils, vegetable oil, sugar, foot wear, headgear 
&c. are typical instances. 

Tire designs, finish and the durability of tire products of the 
small industries arc admirable. But improvement as to vnricty, 
efficiency and supply is beyond the capacity and resources and also 
the rmaginat.on of most organizers. The hnndloom weaving industry 
in India is a typical example, and the problem for anxious consider- 
ation in recent times Iras been how to enable it to stand the competi- 
tion of power-looms, the output of the Indian cotton weaving 
mills has not yet been able to replace the quantity turned out by 
handlooms, and it is believed that if the weavers are supplied with 
unproved appliances and capital and if the industry is belter organiz- 
c it lias } et a good future before it. Attempts have been made to 
■w'tlf 6 1 SU * ta ^ e ’ m Proved loom that may be used by the weavers 
also rf reat f r . a ^ vant f S°, and weaving classes and small factories have 
een ned. It is, however, difficult to say how far these endeav- 
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ours have met with any appreciable success, understanding by this 
last word, a more or less permanent footing. It is stated in the 
latest census report that of the handiooms in use in the factories of 
Bengal, more than one-third arc fitted with the fly-shuttle, which is 
not nearly so common in Assam or Bihar and Orissa and is compar- 
atively rare in the United Provinces. The flj'-shuttle is more com- 
mon in the Tamil districts of Madras and in the Hyderabad State. 
The Madras census report attributes the failure of the attempt to 
organize the handloom industry in small factories to the indolence 
and indiscipline of the workers and significantly maintains that ‘the 
future of the handloom industry depends almost entirely upon the 
improvement of the hand weaver himself.’ ' A species of individua- 
lism, the existence of which is not appreciated and is consequently 
denied, inherent in craftsmen, resists and repels co-operation, 
combination and organization in economic activities among rural and 
urban workers. The small indigenous industries survive because 
they satisfy a special demand of local and distant consumers, which 
can not be met by the products of factories, foreign or Indian, or 
because cheap factory-made articles do not yet reach the interior 
parts of the country or because some people, at any rate, will 
purchase swadeshi articles even at a sacrifice. 

78. Large-scale Production Concentration of capital 
and production of wealth with the help of machinery, render large 
economies possible and are calculated to yield high returns. A 
number of producers may thus combine together and the advantages 
of this kind of co-operation are obvious. Though co-operative pro- 
duction prevails to a certain extent in various countries, owing to 
peculiar causes, it has not, on the whole, made any notable progress. 
The expert knowledge and the organizing capacity, so essential for 
successful competition in the extensive markets of our times, are 
wanting in the workers co-operating for purposes of production, 

X “ The weavers are exceedingly poor and in the main rely upon middlemen 
for the small amount of capital actually employed in tbeir trade. They are 
ignorant and narrow-minded and averse to enquiries regarding the detail of their 
trade. Eaoh man works for himself and there is little or no co-operation among 
them. There is no chance that any weaver may arise with an intimate know- 
ledge of the technique of ihe trade and with" a mind sufficiently wide to grasp the 
general trend of the economio forces which are gradually driving his fellow 
oastemen to misery and despair. The ouly hope lies in the conduct of experi- 
mental weaving by the State with the obje t of working out by degrees a better 
»ystem of production.” — Chatterton: ‘Agricultural &Industrial Problems in India,’ 
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Weavers' and other producers’ co-operating societies which already 
exist in India, show yrhat may be attempted in that direction in the 
case of other crafts. In India, we have numerous associations for 
credit but there are very few societies for production, and in agricul- 
ture where the co-operative movement is spreading more widely, this 
form of association finds little favour. Two or three farmers often 
take land on lease and work it in combination, but this is exceptional. 
This system is often found in sugai cane growing and gur-making, in 
the Deccan. In a partnership business the persons combining may each 
contribute his share of capital or labour or organizing capacity or skill 
in management and thus may collectively bring together elements of 
success which individually they did not command. The ‘ sleeping ’ 
partner supplies capital and takes no active part in the management 
of business which is undertaken by another who does not contribute 
capital. One person or a few partners may not be expected to 
possess the enormous resources required to run a big factory and 
will not care to undertake the great risk involved. The collection 
of capital from a number of persons who take up a definite share of 
the financial responsibility and divide profits and losses in a corres- 
ponding proportion, is a method of industrial organization which, 
therefore, suggests itself as the most suitable in the circumstances. 
The development of the factory system in this country has been 
synchronous with the growing application to industry of this method 
which is based on the joint stock principle of organization. Under 
the factory system, which is the predominant .characteristic of 
modern times, the small autonomous producer has no place and the 
economic evolution now going forward in India is a transition from 
the domestic and small to the organized and large-scale industry . 1 


f , capitalist employer not only provides the raw material aDd disposes 

° o nished product, hut also controls the intermediate process. The machi- 
uery is so ci stly as to bo beyond the reach of the workmen: and sinoe the 
I^ C - U j° S ar6 t ' 1 ° f >ro P 0rl 'y of the employer the building in which production is 
on. must also belong t° him and is called the factory. The labourer is 
thn ■, * S maater as the handicraft system , he no longer owns the tools and 
hen, r i k ? h ° P m the domestic system; all that he does it to provide the 
bv „ a G , Ur ,. ° r0e wdl ' <dl ‘ s a PPHed through machines and in work-places owned 
thus mna P I. n ' St e ™f d °3 rerB ' The stupendous increase of production which is 
tiler Pnri \ 0 reaots PP°n the labourer both as producer nnd as consu- 

couutrv to'th '°? lnoreases enormously, and there is a continual drift from the 
incou e f, 01 , y ' ^ n dustrial society receives its modern shape, and the social 
interest of tvil 8 rent of the landowner, the wages of the latourer, the 

the capitalist and the profits of the entreprone U r.”-Sehgman. 
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Production on a large scale is sought because it makes for the 
reduction of costs and therefore for cheapness, which is the primary 
aim of economic activities. It enables better terms being obtained 
in the purchase of machinery, raw materials and labour and the 
distribution of the supervision and other ' overhead ' costs over a 
large quantity of goods. The 'works cost' and the 'all in’ price are, 
therefore, lower in a business whose capital and output are larger 
than in one whose size is smaller. The joint stock principle of 
association, it will now be clear, presents certain distinct advan- 
tages : 1 under it large enterprises requiring huge quantities of 
capital can be easily undertaken and persons of small means find 
in it an attractive method of investment on account of the liability 
for losses being restricted to the value of the shares held. While 
the partnership method of organization is common enough in India 
and co-operative production is yet to develop, the needs of produc- 
tion on a large scale, and with the help of machinery and power, 
call for the combination of capital, contributed by several persons 
who have savings to spare, and of the enterprise, the ingenuity and 
the organizing capacity of those who can utilize the capital and labour 
of others for wealth-creation in big factories. Realization of the 
advantages mentioned above, led to the rapid development of com- 
panies formed on the joint stock principle in western countries ; 
and that example is being followed in India. Most of the European 
industrial and commercial enterprises in this country have develop- 
ed into joint stock concerns. Railways, mills, engineering 
firms’, factories, mines, tea gardens, banks, commercial organizations 
and other concerns are, for the greater part, joint stock companies. 
And almost all new industries started by Indians take this shape, 


1 "The company form makes possible the raising of capital for the very 
biggest enterprise. It enables the holder of small savings, who does not wish 
to use them in business himself, and who is not in close enough touoh with 
business to entrust them to any private firm, to invest his saving remuneratively. 
It is equally useful to the holdor of big savings, since it enables him to distribute 
his capital among many enterprises ( and countries ) and so avoid the risk of 
carrying all his eggs in one basket. Since shares in joint stock companies 
are usually saleable the investor oan realize his property in a business without 
breaking up the firm; if he were a partner in a private firm and wish to with- 
draw his oapital, either he must find some other capitalist to take his place in 
the business by buying his share, or he must risk breaking up the firm since it 
might be unable to continue without his capital. The joint stook oompany pro- 
vides another opening for men with organizing ability hut with no oapital." — 
Henry Olay. 
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old individual concerns, when the need of expansion arises, being 
converted into joint stock companies. 

79, Joint Stock Companies:— A business owned by a 
person or persons may be tranformed into a joint stock company, 
the change being dictated by the need for expansion or inspired by 
the profitableness or the convenience of the transaction. Many a 
concern is started as a joint stock company because that is the only 
way in which it can be brought into being. A shrewd business 
man perceives the possibility of successful wealth-production 
in certain favourable conditions or is approached by an industrial, 
scientific or mechanical expert with a business proposition. He 
studies the scheme in all its aspects and makes estimates of its work- 
ing. If satisfied with regard to the chances of its success, he invites 
a few capitalist friends to combine with him to float a company. 
A prospectus is issued explaining the whole project and showing 
what profits will be made, and the public is invited to take up 
shares. The preliminary work of drawing up of the articles of 
association, allotting shares and so forth is done by the promoters, 
and a board of directors is chosen from among them to manage 'and 
control the affairs of the company. The ‘authorised’ capital is put 
at a higher figure than is represented by the immediate needs; a part 
of it is ‘issued’ and the whole or a portion of it may be ‘subscribed’ 
and paid up by the public, payment being made in a lump sum or in 
instalments as required. The company is registered under the special 
law in force in that behalf and has to submit to certain restrictions 
imposed for the safety of the shareholders. Complicated ques- 
tions regarding the rights and liabilities of companies and share- 
holders arise from time to time and a large body of judicial deci- 
sions has grown up round the law governing the working of 
companies. The shareholders are so many capitalists, but since 
a large proportion of them are contributors of small amounts, 
their control of the management is only nominal and it is neces- 
sary to protect their interests through the enactment of special 
legislation. 

Though an elected ‘board of directors’ supervises and controls 
the management of the affairs of the joint stock company, the actual 
management may be entrusted to one of the directors called the 
managing director’ or to a separate firm of what are known as 'manag- 
in S agents. The latter form of administration is the one most widely 
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prevalent in India, 1 while the former is common in western coun- 
tries. The institution of managing agents appears to be peculiarly 
suited to the conditions of India where industrialism is still in its 
infancy. It may be said in favour of the system of managing agents 
that members of those firms are, as a rule, business men of reputa- 
tion, who have considerable experience of the working of industries, 
who have influential connections, who inspire public confidence and 
who command credit in the money market. The management of a 
company at the hands of such people is expected to be efficient and 
in the best interests of the shareholders. The system has serious 
drawbacks, however, on the other side. The managing agents have 
too many irons in the fire, being connected with the management of 
a number of companies, often .engaged in different industries. They 
can not, consequently devote to their work that close and undivided 
attention which the affairs of a large industrial, commercial or bank- 
ing company demand. Few of them are experts in the technique of 
the industries with which they are associated, and while their super- 
vision and control are consequently slack, management is wasteful and 
improvements are difficult. Though the remuneration ofthe agents may 
be made to depend on the net profit earned by the company, the agents 
have conflicting and divergent business interests and have their eggs , 
placed in numerous baskets and that fact is consequently not much of a 
check on them. A shrewd and active managing director would do 
the agents' work much better, but it is doubted if many such men 
are available in India — we feel, without sufficient justification. 
This question of the drawbacks of the system of managing agents 
assumed some prominence in the inquiry of the Textile Tariff Board, 

‘ and the suggestion of the latter that at least one member of the firm 
of managing agents should have technical qualification in respect of 
the industry, is full of significance, 

80. Statistics {—Reference has been made in the preceding 
chapter to the fever of company promoting, a wave of which swept 

- 1 It is peculiarly so in the Bombay cotton mill industry. *' Almost every- 
where there is the Bystem of managing agency representing the original enter- 
prise of businessmen who were willing to put down or to sooure the capital, but 
the original energy has not survived in the seoond generation and is pointedly 
absent in the third. Managing agency firms are to-day drawing from the textile 
industry large direot advantages and various indireot advantage*, for which it 
oan not he said that they are giving any economic return to the industry .” — The 
Mirror of Investment., 1927, 


SO 
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over the country immediately on the cessation of the war, and the 
depression which succeeded it. The comparative table given at the 
end of this section will give an idea of the sudden outburst and the 
setback. The total number of companies limited by shares, which 
were incorporated in India up to 1921-22 under the law relating to 
the registration of companies, was 10,783. Of these, 5,189 com- 
panies were working at the end of that year, most of the remainder 
having been either wound up, or otherwise discontinued or never 
having commenced business, so that over 52 per cent, of the com- 
panies registered ceased working. The total number of companies 
at work in 1926-27 was 5,535, and of all those registered up to 
that year, was 13,171. Some companies, it should be noted, 
have also been taken off the Indian register to be reconstructed as 
companies under the English law with their head offices in London; 
while after the outbreak of the war, some companies incorporated in 
the U. K. were taken off the English register and reconstructed as 


companies under the Indian Act. Small allowances have likewise 
to be made in other respects. All the companies registered in India 
have a rupee capital with the exception of the Hongkong and 
Shanghai Banking Corporation which was registered in Calcutta in 
1869 with a capital in Hongkong dollars of which the rupee 
equivalent is stated. The number of companies at work and the 
capital invested in. them stood as follows at the end of each of the 
four years selected: — 

I 915-10. 1920-21 1924-25 1926-27 

Numbor of companies 2,470 4,708 5,204 5,535 

Authorised capital Rs. (1,000) 1,84,20,90 0,67,85,74 6,05,96,64 G40.15.0i 

Paid-up capital Rs. (1,000) 85,02,45 1,05,46,24 2,75,52,85 2,77,03,19 


The number of companies registered in Bengal is over two-fifths 
of the entire number registered throughout India, but the average 
paid-up capital per company is higher in Bombay and Burma, the 
Punjab, Delhi and Madras following at a distance 1 . The relative 
position of the Provinces with respect to industrial organization is 
indicated by these figures. Over one-fourth of the aggregate 


1 The 
follows : — 


average oapital per company in 1920-27 in the Provinoes was a* 


Bengal 
Madras 
Bombay 
u. p. 

Burma 
Indore State 
Hyderabad 


Rs. 

3.98.000 

1.89.000 
12,49,000 

6,00,000 

9.38.000 
15,27,030 

9.61.000 



STATISTICS 


235 


paid-up capital is invested in mills and presses, chiefly for working 
and pressing cotton, jute, wool and silk. A great number of mills 
and presses are registered in Bombay, that presidency representing 
a substantial proportion of this sum, most of it being in cotton mills 
and presses. Further information on this point may be obtained 
from the following statement showing the distribution of the 
aggregate capital in the principal classes of joint stock enterprise at 
the end of 1 926-27 : — 


Class of Companies. 

Number 

Paid up Capital 





Crores of Its. 

I 

Banking, loan and Insurance 


1,265 ' 

25 

II 

Transit and Transport ( Navigation, 
'Railways, &c.) 


*-» 

CO 

20 

III 

Trading and Manufacturing (Iron, 
Steel, Shipbuilding, tannories, glass, 



- 


tobacco) 

• •• 

2,134 

89 

IV 

Mills and Presses (cotton, jute, flour, 
oil, timber, rioo&o.) 


741 

72 

V 

Tea and Other Planting 

... 

544 

12 

VI 

Mining and Quarrying 

... 

338 

42 

VII 

Estate, Land, Building 

... 

113 

7 

VIII 

Breweries and Distilleries 


13 

•5 

IX 

Sugar (fnoluding jaggery) 


36 

2 

X 

Others, including Hotols 

• •• 

137 

7 


Total 


5,535 

277 


ii 


Company Flotation 


Vear 

Number 
of Com- 
. panics 

1 Index 
■ Number 
( pre-war 
| year = 100 

Aggregate 

authorized 

capital 

Index 
Number 
( pre-war 
year = 100) 

Average au- 
thorized 
capital per 
Company 

1913-14 
pre-war year 

s 

356 

100 

Be. 

000’s omitted 

66,91,53 : 

■ 

Bs. 

000’s omitted 

18,79 

1918-19 

290 

SI 

21,27,55 


7,34 

1919-20 

918 

2G6 

2,81,76,12 


29,72 

1920-21 

1,039 

292 

1,48 03,70 


14,24 

1921-22 

720 

202 

79,79,64 

119 

11,08 

1922-23 

489 

3 37 

29,80,96 

43 

6,09 

1923-24 

430 

121 

24,94,78 

37 

5,80 

1924-25 

41G 

120 

21,23,25 

31 

5,10 

1925-26 

472 

133 

30, 06,08 

45 

6,37 

1926-27 

529 

149 

19,39,09 

29 

3,67 

1927-28 

595 

167 

15,82,37 

24 

2,66 

1928-29 

732 

206 

27,26,62 

41 

3,72 
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The above figures do not represent the whole of the capital 
invested in joint stock companies working in India. First, there 
is the debenture capital raised by several companies and its 
amount is not inconsiderable. But more important than that 
is the capital of companies incorporated outside India, chiefly 
with sterling capital, but carrying on work in this country. 
According to available information, there were, at the end of 1926- 
27, no less than 856 such companies with £ 581 million as paid up 
capital and £ 124 million as debentures. Of course, in the case of 
most of the banking, insurance, navigation and trading companies only 
a portion of their capital is actually invested in India. It is worth 
noticing, however, that Railways and tramways have an invest, 
ment of foreign capital to the tune of £ 32 million, chemicals 
and allied trades, £ 22 million, iron, steel and shipbuilding, 

£ 47 million, tea £ 26 million and petroleum £ 17 million. 
These alone make a total of £144 million, which is a little less than 
•B rds the total of the rupee capital invested in Indian joint stock 
companies, and are an illustration of the predominance of British 
capital in Indian industries. 

81 Organising Enterprise:-— Large-scale industry of the 
western style is an exotic in India and is becoming slowly accli- 
matised. It need not, therefore, be stated that the introduction 
and success of the factory system in this country are the outcome 
of European initiative, enterprise and managing capacity. British 
industrialists had a big start in this field. They came armed with 
the necessary capital and experience and received every encourage- 
ment. Except in the case of the cotton mills, Indians simply looked 
on with astonishment and admiration while foreign economic enter- 
prise steadily expanded and occupied the field of the planting, 
mining, textile and engineering industries. When the results of . 
scientific research and manufacturing development in England 
"began to reach India in' the shape of machine-made imports, the 
movement had passed beyond the stage where imitation might have 
been easy and when the gradual evolution which had taken place 
in England could be readily imitated in India.'’’ The policy of 
Government was dominated by the doctrine of laisscz fairc, Indians 
Imd no opportunities of gaining experience and no effort was made 


J tn-lian tndtmrlal ComraTs«1on*s Report, 
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to impart technical and industrial education. Trained supervisors 
■were imported from England to look after the Indian -workers in 
factories started and mauaged by Europeans. The industrial and 
trading classes in the country, continued, for years, to move in the 
old social and business grooves ; those who received western educa- 
tion were fitted to become clerks, administrators, scholars and pro- 
fessional men ; aud it was only the prolonged contact with and 
imitation of European economic enterprise which brought forth and 
developed the natural intelligence and shrewdness of the country’s 
businesspeople.. The modern industrial movement consequently 
started in the Presidency towns where Indian traders were associat-, 
ed with Europeans engaged in commerce and banking; and industries 
came to be based on the profits and experience earned in foreign 
trade. If it is, therefore, to become broad-based, stable and vigorous, 
there is need in India not only of skilled artisans, trained mechanics 
and capable foremen, but of enterprising organizers and managers. 
They will often rise, and must be given opportunities to rise, from 
the lower ranks, but general education and special training designed 
to turn out such persons, will also be necessary. 

An industry or trade started by unenterprising man is bequeath- 
ed by him to his sons who will conduct it in the beaten path. 
Several concerns of the old style are found in India, thus going on 
from generation to generation in the same families. Customary 
methods are adhered to and a business will go on successfully for an 
indefinite period of time unless it becomes absolutely out-of-date or 
is ruined by the utter incapacity or fraud of the managers. The 
children and the relatives of a successful business man find easy 
opportunities of mounting the higher rungs of the industrial ladder 
which are denied to less favoured people, who are the majority. 1 
In western countries where modern industrialism has an undisputed 
sway, accumulation of wealth in a few hands has given rise to a 
class division often as rigid as that of the Indian castes. The work- 
ing and other classes rarely get opportunities to rise in the economic 
and social scale, and capital, though it is becoming democratised, is 


1 "The son of a man alcoady established in business starts with so many 
advantages that we might expeot business men even to constitute a sort of caste 
dividing out among their sons the chief posts of command and founding here- 
ditary dynasties, whioh ruled certain branohes of trade for many generations 
together. But it is not so” — Marshall : Economics of Industry. 



238 


ORGANIZATION OF PRODUCTION 


still the exclusive possession of the few, because-to be employed in 
industry, it requires certain facilities which are not easily available. 
But a man from the middle or the lower middle class with neither 
influence nor capital but having plenty of brains and grit, can rise 
in the favour of the employer and get to the top of the tree, hi 
India, trades and industries have become almost hereditary in families 
and are distributed among castes aud communities. The Parsees, 
the Marwaris, the Banias, the Chetties and the Khojas who occupy 
a prominent position in industrial and commercial life, illustrate the 
truth of this remark. The majority of mill-owners, it is said, do not 
^prefer to send their sons and relatives to educational institutions, 
literary or otherwise, as they do not like them to work with the 
boys of the common people and it is the general impression that 
nearly all the students in the technical colleges belong to families of 
very moderate means and that very few of them, if any, appear to 
come from those of wealthy manufacturers, whose sons should be 
training themselves to be officers in the industrial army. 1 * * * 


What happens in the case of the sons 5 of a wealthy business man 
is that living in an atmosphere which is not favourable to the growth 
of the habits of initiative, patience and unceasing labour they 
care more for social honours and easy living. The business machine 
goes on working by the initial force which sets it in motion and 
may be handed over to others possessed of the necessary 
energy. Business capacity and enterprise are not a natural mono- 
poly of communities and families ; and the system of caste can not 
ensure transmission of these qualities. The environments in which 
people live, indeed have great influence upon their careers though 
a few men of genius exhibit capacity to bend them to their advan- 
tage and to conquer difficulties with perseverance. The middle 
class from which educated men joining the professions and Govern- 
ment service are drawn, find it difficult to get admission to business 


1 *'How fcTo our Indian capitalists educating their boys ? Wealth is “ 
stewardship, and the accumulation of great fortunes is individual bands can °ihr 

o excusod on tbo ground of important services rendored to the country by those 
holding them.” Report of Eighth Industrial Conference, page 414. 

\ ^ events if they were horn after he became rich, and in any case h s 

gran c <l*en, aro perhaps loft a good deal to the care of domestic servants who 
AnAwltM f skrcm S hbre as the parents by whose influence he was educated, 
bft nt u!I lH f tc3t ain hition was probably suocoss in business, they are likely to 

be at least equally anxious for social distinction^-Marshall, 
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ranks. Economic pressure is, however, bound to loosen the fetters 
of class and caste bias which impedes progress, and these social 
dispositions and prejudices are already showing a degree of adapta- 
bility which was least suspected in them. While, therefore, the 
extended provision of technical education for the creation of a class 
of trained operatives is necessary, and it is recognized that it is by 
dint of character and of perseverance that men must and do rise to 
higher rungs of the industrial ladder, special stress is laid upon the 
necessity of opening business careers to young men of education, 
ambition and capacity, as it is believed that 'the most important 
factors in the increased production of national wealth would, in the 
case of India at least, at present, be the leaders, directors and sup- 
ervisors'of industries.' It is stated that it is the skill, capacity and 
training of generals and captains which determine victories more 
than the bravery and steadiness of the rank and file of the army . 1 2 * * * * * 
In America and other countries highly educated University men 
enter business and are found to turn out eminently successful. In 
Germany special provision is made for the training of organizers 
and managers of industries. Under a suitable system of education 
there is no reason why it should not be so in this country 
also. 


82. Training and Experience: — Successful organization of 
industries in these times of severe world-wide competition postulates 
the possession of certain physical, mental and moral qualities. The 
ability to contribute capital will not, by itself, make a business man. 
Many of the Indian industrialists of to-day, are hard-headed, astute 
and keen-witted men whose financial resources have acquired for 
them a high status in business and a succession of profits. Several of 
these men are, however, more financiers than industrialists , 8 and it is 


1 See Reports of the Indian Industrial Conference. 

2 The following oomment of a shrewd and frank observer on the working of, 

the ootton textile industry are worth noting : "...during the seventy-three years of 

the existenoe of the textile industry, very few patents have been taken out in India, 

very little advancement either technical or on the business side has been made on 
looal initiative and every improvement, which has come on the scene in Europe 

has been imported at neoessariiy a very heavy ooit and many errors have been 

made in connection with the introduction of improvements” Jlfirror of 

Investment , 
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but slowly that a race of enterprising and capable organizers is 
rising. Many put their money into industries but do not and can 
not control them. Their management of industries is consequent- 
ly often weak and inefficient. European-owned concerns have an 
advantage over them in this respect. In the mining, engineering, 
tea, jute and shipping industries which are predominantly in the 
hands of the British people, the organisers are men who have had 
practical experience of those industries in the United Kingdom and 
elsewhere, who have a broad economic outlook and who are in touch 
with the latest technical and scientific movements in the west. They 
can command the services of the best experts and can handle intel- 
ligently problems concerning raw materials, fuel, power and markets 
so as to be able to meet competition and to increase the efficiency 
of the industries under their control. The development of Indian 
industries will be ensured only, if Indians obtain the necessary 
equipment and if those who command capital appreciate its import- 
ance. Indications are not wanting to show that there is a growing 
realization of the existence of serious drawbacks in this connection 
- in India and of the sore need of improvement iu the situation. A 
visit to factories in Europe and America and training in science and 
technology in institutions there have been proved to be eminently 
useful in the initiation, expansion and conduct of industries here. 
As these latter develop, the number of experienced and trained men 
will naturally increase. Industrial efficiency is promoted by the eco- 
nomical use of raw materials, machinery and labour and the adop- 
tion of a cheap system of sales. Maintenance of strict discipline 
and supervision in the works and of a system of clear cost accounting 
goes a long way in the same direction. In European-owned factor- 
ies in India the whole of the clerical work is done by Indians but 
the foremen and supervisors are non-Indians. Of the 2 6 % lakhs 
of persons engaged in organized industries in the country, 123 
thousand belong to the directing, supervisory and clerical staff- 
There are altogether 14,863 managers of whom less than a quarter 
are Europeans or Anglo-Indians. 


hile tea gardens in Assam and coffee and rubber plantations 
in south India and collieries, iron and steel works, engineering work- 
s ops an jute and paper mills in Bengal and the works at Jamshed- 
U P^ e ^ om ^ nant European staff of foremen, supervisors and 
s, on \ about one-tenth of the cotton mills in Bombay have 
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European managers. In the jute mills 1 there are 735 Europeans as 
against 527 Indians in the supervising and technical staff and in the 
iron foundries the proportion is 135 Europeans to 103 Indians. In 
the petroleum refineries of Burma, the supervising staff consists of 
503 Europeans and 54 Indians. “In the 345 cotton spinning and 
weaving mills of Bombay, with their large staff of over 2,53,000 
workers, the number of Europeans and Anglo-Indians employed is 
only 244 or less than 1 to 1,000 workers, while the jute mills 
of Bengal employ a proportion of one European or Anglo-Indian in 
about 300 employes, the collieries one in about 260 and the iron 
foundries one in less than 100 persons”. 8 Capitalists and organizers 
arc inclined to favour the employment of men to whom they feel 
drawn by family, social, communal and caste considerations. They 
know and think they can trust these men better, but it can not be 
said that this policy does not lead to jobbery and makes for economy 
and efficiency in all cases. Imported labour has to be employed in 
the case of processes and industries which are new to Indians. 
Americans had to import British labour, for many years, for their 
steel and tinplate industries; now they can do without it. The 
same thing must happen in India, and it would be wasteful to employ 
a costly foreign agency when less expensive indigenous labour can 
be substituted for it. The latest census report states that during the 
inter-censal decade the numbers of the superior staff engaged in 
industries with 20 and more employes, rose by 61 per cent.; the 
increase being specially marked in the more technical industries 
such as textiles, collieries and metal workshops. The following table 
taken from the report is instructive: — 


Superior Staff 

Europeans and 
Anglo-Indians 

Indians 

Managers 

3,498 

11,365 

Supervising and Toohnioal Staff 

9,147 

37,553 

Clerioal Staff 

2,026 

59.655 

Skilled Workmen 

4,427 

7,79,533 


1 “Unlike tlio Indian capitalists of Bombay who own vorily all the cotton 
mills there and, what is moro, staff them with Indians, the Bengalees do not own 
a single jute mill in Calcutta, nor are they to bo found on the supervising staffs. 
Dundoe still provides the skillod labour and with the exception of two reoent 
Marwari companies, the industry is in the hands of Britishers, Sootohmen for the 
most part. Yet it is notorious that CO per cent, of the share capital is hold by 
Indians .” — Mirror of Investment, 

2 Census Report, 1921. 

31 
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83. Vitality o' ©ottage Industries Advantages of the 
concentration of capital and labour, of the use of labour-saving 
machinery and of mass production, are undeniable, and India can 
not wholly refuse to avail herself of them. Apart from the consi- 
deration that evils of industrialism may be counteracted and obviat- 
ed by timely remedial measures and precautions, the people of this 
country can not help treading the path of economic development 
opened by the inventions of science. It can not be denied that 
India has profited by the experience of the west, as recent legisla- 
tion regarding the protection of the interests of labour will testify, 
regarding large-scale production with the least possible cost on the 
lines of progressive nations. But the day for the small industry is 
not entirely gone. On the contrary, certain peculiar conditions of 
modern times themselves are favourable to their continuance and 
growth. Popular taste likewise requires certain handmade goods, 
and thus varieties of headwear, dhoties and saries made by the 
handloom weavers have not been displaced by modern factories. The 
metal worker, the shoemaker, the goldsmith, the tailor, the confec- 
tioner and other craftsmen fall into the same category. Proximity 
of the market and of the customer combined with the simplicity of 
the consumer’s wants, gives the cottage industry an advantage over 
the factory, and the former is now-a-days in a position to benefit by 
mechanical and other improvements which are being made every day. 
The artisan in the West can work in his own home with the help 
of cheap motive power and machine tools, and there is no reason 
whj the Indian craftsman should not adopt his methods. 1 * * * 


1 The carpenter, it he is furnishod with a vory oheap motive power jwhioh 
is necessary to set circular saws or other machine tools in motion will be ablo to 
work in his house as well as a groat manufacturer. In this way bo will bo able 
to utilise his small group of machinos in a variety of ways, until be will begin 
to acquiro a perfect command over his work which he could not have beon able 

to attain if ho had been a workman in a great faotory. In spite of the advan- 
tages on the side of the big manufacturers, the small manufacturer will bo In a 

position to compete with them. He will find an energetic support in the oolla- 
boratton of the members of hia family and in the moral element which will he the- 

onsoqaence of the work in his proper home. Ho will form a number of assis* 
cue f 5 a bP r ° nt * ooS i °r in fine, a complete industrial organbation quite analeg- 
tio rv of th ® bboiont professions but differing from it only in the introdue- 
witfi'ii, 1 ° machines, The improvements of applied soienoe can now supply him 
uso of oleT* 01 '°. I ' 0 ^ r0tat 3 Ver? ,!maR cofit - The modron developments of the 

producer «' n ° lts ™'Bht now transmit power cheaply to the cottage of a small 
* ~ Reporl of ‘bo Eighth Industrial Conference, Page 122. 
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We have referred on a preceding page to possibilities of power 
in this country and to the hydro-electric schemes which are already 
in successful operatio n in Bombay, Mysore and elsewhere. If electrical 
energy generated by water power at different suitable centres in the 
country is. transmitted over distances, many a home industry may 
be rehabilitated and placed on a sound footing. The hydro-electric 
schemes are calculated to serve a double purpose viz. to supply 
electric power and irrigate acres of land at the same time, 
and it is possible to combine two different types of mutually 
helpful industries in one and the same project . 1 If gas and 
electricity arc now providing social amenities to urban workmen, it 
is but reasonable that the craftsman and the mechanic should be 
placed in a position to avail themselves of the motive power for 
productive purposes. The chief difficulty that is sure to stand in 
the way of this consummation is the dominating claim to the above 
advantages that will be effectively advanced by the urban users of 
electrical energy for traction, lighting, heating and for industrial 
purposes, and the only benefit mofussil industries will derive will 
be indirectly due to the economy of coal fuel in large industrial 
centres. Electricity is being thus used already in urban industries. 
The census of industries reveals the fact that of the establishments 
covered by it, one half use power of some kind, steam being used by 
over one-third of the total number. A. rough idea of the distribu- 
tion of power ovei different forms will be obtained from the follow- 
mg table which, however, docs not claim accuracy : — 

Number of Establislmients using Power. 


Kind of power 

Number of estalishments. 

Steam 

5,293 

Oil 

1,335 

Water 

95 

Gas 

165 

Electricity 

(1) Generated on premises 

420 

(2) Supplied from without 

717 

Total 

8,015 


When it is borne in mind that power is being increasingly 
used in rural industries like rice mills, it will not be difficult to 
understand how it is quite practicable to maintain the smaller and 


1 See Memorandum submitted to tbe Industrial Commission by Mr. 
R. B. Joyner. 
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the home industries in an improved form. The preservation of such 
occupations is an economic and a national necessity and is, not 
dictated by mere sentiment, their remarkable vitality being, as it 
vere, rooted in the nature of things. It will indeed be years before 
the use of power becomes common in cottage industries as it is 
bound to be confined to a few favoured localities. But even if no 
power can be used, suitable machines and processes can be intro- 
duced with a view to increase efficiency. It might have been 
expected that with more than a century’s contact with the West, the 
indigenous cottage industries should have disappeared almost 
entirety from the field which was opened to the products of the 
modern factory, foreign and Indian. But the old industries survive 
with an astonishing tenacity and it would be a wrong policy to leave 
them to their fate in the struggle for existence on the principle of the 
survival of the fittest, as it would be unwise to refrain from effecting 
suitable improvements in them for fear of Westernizing Indian indus- 
tries. At an all-India handloom weaving exhibition held a few years 
ago at Patna, an interesting feature of the discussions which took 
place, ^ as “the absolute unanimity of opinion among the experts 
at handloom weaving, so far from being decadent, was capable of 
great expansion and development, not only as an artistic industry 
where its vitality is obvious, but on the side of mass production." 

is to its output of coarse cloth that it owes its real importance as 
the second largest industry in India. Weaving is concerned with 

whS lmP ? f raW T terials ’ cotto ta wool and silk, the supply of 

. 1 | S . a un aat ln India and the manufacture of which is an 
• in . us ^ in ^ ie c °untry. But 'if it is to survive as a thriving 
industry, it must be well-organized— preferably on a co-operative 
asis as t e weavers illiteracy, business incapacity and lack of 
capital are as great a handicap as his obsolete appliances. 1 Im- 
proyed appliances, suited to Indian conditions, like the flyshuttle and 
nf P ° 16 an t^ C i acc l liar d> are being introduced under the auspices 
& rr ? PaTtaentS ’ and thc industl r has received some 
from the pop ular movement in favour of khaddar. 

2 tT B T °“ bay Co ‘ opcrat!ve Quarterly, h'arcb, 3929. 

industries and < ^°™ lnissloa ' 19 * * ^ 6 » had taken a similar view of cottage 

merchants to ImDima+fc* 1 " ^ measures should bo taken by Government and 

hy affording financiel n ) cir Position by providing suitable training for artisans, 

See Chapter XVII of th arran Sing for tbo marketing'of their products, _ 
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84. Process of Evolution : — Industrial organization in India, 
it will have now been realized, is in a state of transition and three 
different forms of it may be distinctly noticed: (1) the cottage or the 
home industry, (2) the small-scale industry using modern machines 
and tools and perhaps power also and (3) the western type of big 
factory engaged in mass production. Except what is produced for 
direct personal or family use, the output of all the three classes of 
industry must be a response to the demand of consumers, which is 
slowly changing in direction and quantity. Some entirely new wants 
are being met by the readjustment of the home form of industry or 
by the adoption of either of the two other forms. Caps, ready-made 
turbans, harmoniums, cutlery, shoes and boots and clothing of the 
European fashion, are instances of the first and paper, glass, soap, 
pottery, lamps, agricultural implements, cotton cloth, woollen blankets 
and jewellery are illustrations of the second and the third. The 
producer has to wait upon the tastes and the purchasmg power of 
consumers and price, and therefore internal and external competition, 
is a powerful cause of the change in industrial organization. The 
displacement of the cottage industries and of autonomous woikmen 
by factories and machinery, is going on apace in India, and the pros- 
pect of the patent evils of industrialism coming in the wake of the 
modern development of large concerns, has caused and rightly caused, 
no small anxiety to thinking people. The tendency towards large- 
scale production seems to be inevitable; foreign competition and 
growing needs of the people seem to require it. One lias only to 
imagine what will happen to education, politics and progress if only 
hand-made paper is available to the printing, publishing and news- 
paper trades 1 But the decadence of the old arts and handicrafts, the 
vitiation of public taste, which imports of machine-made, cheap goods 
have caused, the degradation of the workmen to the position of un- 
skilled wage-earners and the migration of the rural population to 
enervating mills, mines and factories and to the overcrowded and 
unhealthy cities, are evils associated with the factory system ; and the 
question has been asked: f Is Europe going to make Asia an East 
end?’ 

"Do not let us compete”, the exhortation runs, "with Western 
nations by evolving for ourselves a factory system and a capitalist 
ownership of the means of production corresponding to theirs. Do 
not let us toil through all the wearisome stages of the industrial 
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revolution — destruction of the guilds, elimination of small workshops, 
the factory system, laissez faire, physical degradation, hideousness, 
trusts, the unemployed and unemployable and what may be to follow." 1 2 
We are suggestively asked to considei if the true hope for Indian 
industry does not lie in some development of the caste system itself 
in the village and home industries of the past aided by such improve- 
ments as are needed e. g. the fly shuttle or the distribution of electric 
power. This is one of the most interesting and difficult problems 
relating to the economic evolution going on in India. Until a few 
years ago, this country was in the same industrial condition as 
England or France, about the middle of the eighteenth century and 
appears now to be marching in their foot steps. 3 If an Indian 
craftsman of the time of Ashoka or Kalidasa were to visit the scenes 
of his activities to-day, he would indeed be astonished at the sight 
of the electric tram cars, the telegraph wires and the gigantic machin- 
ery working in a factor}', but he would probably not fail to recognize 
the familiar handloom, the wooden plough, the crude oil mill and the 
potter’s wheel, the horse-drawn chariot and the bullock cart of his 
own day. The present state of economic change is reflected in the 
fact that we see certain spots in the country completely westernized; 
in several others, a juxta-position of the Western and the Eastern, 
the new and the old; and in most parts of the interior, the ancient 
forms in their pristine integrity. The incongruity of bullock carts 
laboriously threading their way through the crowded streets of 
Bombay and Calcutta, with their small burden of a few bales or bags, 
while motor lorries and electric tram cars whizzed past them every 
moment, has struck many observers; but it only typifies the curious 
evolution that is going on all over the land. The country roads 
now present similar scenes every day. The most primitive forms of 


1 A. K. Coomaraswami : Indian Idealism. 

2 " In the time of Louis XVI. when inventors "wore already becoming some** 
■what numerous, especially in England, the people of Wostern Europo for the moat 
part continued to fill their holds, weave their cloth, and saw and piano thoir 
boards by hand, much as the ancient Egyptians had done, Merchandise was still 
transported in slow, lumbering carts and letters were as long in passing from 
London to Rome as in the reign of Constantine. Could a poasant, a smith, or a 
weaver of the age of Caisar Augustus have visited France or England eighteen 

un red years later, ho would have recognized the familiar flail, forge, 
an oom of his own day.’ — Robinson and Beard : The Development of Modern 
Europe, Yol. II, Chapter XVIII. 
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industry and trade may be witnessed side by side with the most 
up-to-date factories, machines and commercial methods. 

85. Division of Labour : — It is essential to bear in mind 
that consumption is the sole spring of wealth-production and deter- 
mines how and where the latter shall take place. Demand fixes the 
volume, the variety, the location and the method of production which 
thus becomes specialized, socially, geographically and qualitatively. 
The exchange of goods between the countryside and the towns, of 
agricultural produce and manufactures, is well-known. Rural and 
urban areas develop industries on the basis of division of labour with- 
in, as well as between those areas, effective demand and the means of 
transport being the chief regulating factors. Industrial specialization 
has been identified in India with caste and communal divisions ; and 
production has been assigned to particular groups and is intended for 
definite localities and for specific classes of consumers. But with the 
introduction of improved means of transport and with increasing 
change in the tastes of consumers, the old basis of the division of 
labour has been shifted. The cultivator of raw materials and food 
grains produces to satisfy the demand of consumers in distant mark- 
ets in India and in foreign countries and the Indian demand for 
manufactured goods is met by producers working hundreds or 
thousands of miles away from the local markets. A geographical 
division of labour and localization of industries of a sort, have, however, 
always existed in India so far as that has been allowed by the self- 
sufficing character of provinces and districts created by distances and 
difficulties of transport. Climatic, political and social causes brought 
together certain classes of workers in silk, wool, metals and gold 
thread ; and industries connected with shawls, carpets, vessels &c. 
became localized. Dacca, Benares, Delhi, Amritsar, Shrinagar, 
Murshidabad, Ahmedabad, Masulipatam and Madura thus became 
great centres of industry. Each province has had a similar industrial 
localisation of its own. 

But that is nothing as compared to what amounts to a revolu- 
tion in industrial organization which is taking plate all over the 
country. The fact brought out in the latest census report that the 
larger sized towns, the centres of trade and of the modern type of , 
industries, are growing in population at the cost of rural areas and 
the smaller towns, is significant in this connection. It has been 
already shown that in the manufacture of cotton cloth, pottery, 
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glass, paper, sugar, metal utensils, cutlery, vegetable oils, leather 
goods, woollens, silks, shawls, carpets and other articles, we have, 
at the present moment, a three-fold system, the modern factory and 
the small sized business working side by side with the domestic 
industry but trying to drive the latter out of existence. There 
is little scope under the old organization for any extensive technical 
division of labour and specialization, and the integration of industry 
on modern lines is not possible. But as soon as machinrey is employ- 
ed, even on a small scale, such opportunity is offered and 
division of labours spreads. The division of labour that ordinarily 
exists, is the caste or subcaste distribution of trades and occupations. 
Where new industries are started, they are of the modern type, e. g. 
manufacture of steel, soap, candles, oil, glass, iron implements, 
matches &c, and there we observe the tendency towards division 
and integration e. g. manufacture of by-products and bringing under 
one management allied industries and trades. Waste products 
will thus be turned to account and this is rendered practicable by 
the large size of the undertakings. A knowledge of industrial che- 
mistry and mechanical and electrical engineering, is proving eminent- 
ly useful in the establishment and progress of such industries ; and 
opportunities are being afforded to those possessing scientific and 
technological training to organize wealth-production out of India s 
raw and waste materials. Nothing is more beneficent, economically 
speaking, than the imparting of utility to refuse, by-products of in- 
dustry and ‘superfluous’ matter. 

The steady displacement of the hand industries by machinery 
driven by power, and the substitution of wage-earning operatives in 
the place of the domestic labour of autonomous workers, is the order 
of the day. Industrial development, therefore, chiefly means, for the 
time, the starting of mills and factories with large amounts of capital. 
Though, therefore, the individualistic and partnership forms of pro- 
duction largely prevail in the country, the joint-stock concerns are 
tending to multiply. But the consciousness is growing that wherever 
possible, the small industries should be preserved and improved, and 
t at special efforts ought to be made to direct industrial evolution in- 
tb- Sl !i tobIe channels ' Th G principal difficulty of the position lies in 
lil-o t S .° me P eo ple who have capital and business capacity, 
induc-T • ^ stakes and others will not risk their money in 

'a ventures. Craftsmen of the old order arc shiftless and 
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ignorant and can not save and improve their inherited callings. Per- 
sons of the educated middle class have little liking for small indus- 
tries and it is not easy for them to get admission to business careers. 
This state of tilings is slowly changing owing to economic pressure 
which is pulling down class and caste barriers and creating an entire- 
ly new order in trade and industries. The maintenance or revival of 
the old caste and village organizations, therefore, does not appear to 
be practicable, and a readjustment of the systems is suggested as a 
remedy by the very facts of the situation. 

©aste: — The caste organization has been already referred 
to as an institution which is intimately connected with the economic 
life of the people. The social and the economic functions of caste came 
to be inextricably bound together so that the regulation of industry 
was as much its function as the supervision of the conduct of 
members. But the economic aspect of caste has always tended to be 
distinguished from the purely social aspect, and the former came to 
be identified more and more with the guild. In the absence of the 
regular guild, however, the caste organization dominates the whole 
life of the trader and the artisan. The panchayat of each caste con- 
trols the dealings of members with one another in certain defined 
particulars and discusses and decides various social and domestic 
questions and inflicts punishments upon offenders. Rules of the 
caste with regard to personal conduct are made binding upon indivi- 
dual members, and penalties are laid down for breaches of regulations. 
The panchayats sometimes also seek to regulate the industrial 
methods pertaining to the occupations of the castes, and offences 
against the community tending to lower its corporate character are 
solemnly considered and punished . 1 So far as the organizati on of 
production is concerned, the members of a caste have rigidly to follow 
the lines laid down by the leaders of the community for their guid- 
ance. The caste was not, of course, a joint stock company and did 
not produce wealth in a corporate capacity or in its character as 
a social group or community. Under it, as under the system of 


1 "The Sonars of Hushangabad have a guild panohayat on the night before 
the Dashara, when they hold a feast, and are said to tahe an oath that none of 
them on pain of outcastlng will disoloso the amount of the alloy, which a fellow 
has mixed with the precious metals. Tho Koshtis of Chanda in 1907 proscribed 
a oortain cloth and yar . seller of the oitv who had offended some of their number 
and resolved to outoasto any Koshti who dealt with him," — Census Report, 1911, 
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craft guilds in Europe, the craftsmen were autonomous workers, 
with their journeymen and apprentices. But it had rules and 
established customs with regard to the details of the trade its mem- 
bers pursued, in matters of the raw material, wages, prices and 
quality and sale of manufactures ; and the regulations were quietly 
submitted to because their infringement meant fines and excommu- 
nication. The organization of caste had its serious drawbacks as 
well as its advantages . 1 

The very causes that wrought the disorganization and decay 
of the craft guilds in England are in operation in India to-day, and 
a readjustment of economic and social forces is steadily but surely 
going on. But trade unions which are just struggling into existence 
can not be compared with the old guilds and are not fit substitutes 
for the old caste institution, and things are, for the time being, in a 
flux. Manufacturers and merchants have their organizations de- 
signed to safeguard and promote their common interests, and they 
copy the programme and the methods of the employers’ and traders 
associations in the West. The shroffs and Mahajans of the old 
type are thus bound together by ties of fellow feeling and commer- 
cial co-operation and carry on business successfully without 
much outside help. But artisans and workmen are disorganis- 
ed and helpless where the hold of the castes has loosened, — and it 
is loosening on every hand— and where trade unions have not yet 
acquired strength and authority. Under the modern factory system 
now spreading in the country, economic interest and not caste is 
the cementing principle of association in the case both of employers 
and workmen. Associations of manufacturers like those of the 


1 “There, is, therefore, a plasticity as well as rigidity in caste. Its plesticity 
has enabled caste to adapt itself to widely separated stages of social progress 
and to incorporate the various ethnic al elements which make the Indian peop e* 
Its rigidity has given strength and permanence to the corporate body thus fotmo * 
Hinduism is internally loosely coherent but it has greater power of resistance to 
external pressure. Each caste is to some extent a trade guild, a mutual assur- 
ance society and a religious sect. As a trade union it insists on the proper 
training of the youth of its crafts, regulates the wages of its members, dea s 
with trade delinquents, supplies courts of arbitration, and promotes good fehow 
ship by social gatherings, Fabrics of medieval India and the chief local Indus 
tries of our own day, were developed under the supervision of caste or trade 
guilds of this sort. Such guilds may still he found in many parts of India hut 
not always with the seme complete development.” — W, W* Hunter: Indian 
Empire. 
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millowners of Bombay and Alimedabad and colliery proprietors in 
Bengal have as tlieir members persons of all communities and 
castes, Hindus, Muslims, Parsees and Europeans and they take con- 
certed action in defence of their special interests. 

India appears to have had village panchayats as distinguished 
from caste panchayats and corresponding to the merchant guilds of 
medieval Europe. The function of these bodies consisted in decid- 
ing on all social, leligious, economic and administrative questions 
affecting the village as a whole. Most of these organizations, whose 
lineaments can be clearly seen in inscriptions of the middle ages 
found in southern India and whose share in public life was a remark- 
able feature of the administration of the country, have now disappeared 
and we have survivals of only a few of them in certain parts of the 
country. But the vitality of the caste panchayats is greater; and 
the less advanced a community, the stronger is the hold of that 
authority on its members. There is but a slight analogy between 
the Indian caste and the English craft guild.’ In the former, social 
and religious functions predominate ; and in the latter, it is the 
regulation of industry which characterises the organization. 

87. Rncient Indian Guilds : — The craft and merchant guilds 
of India have a long history and traces of them have been discover- 
ed even in the Vedas which take us to a time two thousand years 
before the Christian era. From Budhist literature 1 2 we find that 
various crafts were organised in guilds with their councils and 
executive officers ; and as many as eighteen of these are mentioned. 
Hindu literarure abounds in references to guilds, their constitution, 
rules and functions, and no doubt is left about the fact that they 
occupied an important place in the social economy and that they 
were in a flourishing condition. The head (shreshthi) of the Guild 
(Shreni or Sangha or Gana) was a man of high social status and was 
held in great esteem by the king as well as by the people. In the 
time of the Budhist Jatakas, arts and crafts had already become 
hereditary. They had likewise become localised, and streets in 
towns, and in many cases, whole villages were inhabited by one 
class of artisans . 3 This two-fold combination viz. the restriction of 

1 Sir Herbert Risley : The People of India, page 259. 

2 Rhys Davids : Budhist India. 

3 R. C. Majumdar: 'Corporate Life in Anoient India' ; Hopkins; 'India, old 
and Nevr’, 
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an industry to a particular caste and its limitation to a certain 
locality may be seen even at the present day in India. 


Kautilya’s Arthashastra and the Dharmashastras of Manu, 
Gautama, &c. show a further development of the guilds of merchants 
and artisans, and we find ‘ cultivators, traders, herdsmen, nione}’- 
lenders and artisans ’ authorised to frame rules for their respective 
classes. The lung is enjoined to give his decisions in cases of 
dispute, according to the rules of the guilds winch are recognized. 
Manu’ and other law-givers speak of the laws of castes, villages and 
guilds, thus showing that guild organizations were coming to he 
distinguished from castes and were even developing their own 
customs regarding the production and disposal of wealth. It appears, 
therefore, that at least in some cases the caste was an endogenous 
group and did not necessarily possess a community of economic 
functions. The guilds held property in their corporate capacity and 
also as trustees. Inscriptions found in the different parts of the 
country and belonging to early centuries of the Christian era, show 
clearly what was the position of artisans’ and traders’ guilds which 
served as bankers and trustees. The guilds had regular rules about 
apprentices, and caste does not appear to have been a rigid bar to the 
admission of pupils to different trades. The restrictive influence of 
caste became stronger with the lapse of time, and that institution has 
continued its hold on Hindu society while the guilds have decayed 
and disappeared except in a few parts of the country. 


88. Guilds and (Bastes : — The English craft guild v r as ex- 
tremely exclusive and exercised a vigorous control over membership; 
apprenticeship and the general practice of its particular craft. But it is 
not tobe supposed that it had no religious and social side of its own " and 


1 Manava Dharmashastra, VIII, 41 ; Yadnavalkya, I, S61. 

n— Manu. 


hul 1 Sid ° of lbe BulIds has not s0 far c °nio into much prorainor.oo 
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herein we trace a similarity between it and the Indian caste, though 
the English guild never made its occupation hereditary. That a per- 
son must be born in a caste to be entitled to be its member, is a 
peculiarity of the Indian caste. And even in India we see instances 
of absorption of castes and the creation of new ones or of sub-castes. 
The idea of the inherent social superiority and inferiority of certain 
occupations aud classes and of the inheritable character of the quali- 
ties and functions of these classes, did not strike root in the Euro- 
pean soil while in India the distinction of Vanias based upon quali- 
ties and actions alone, faded from the popular mind, and social 
divisions steadily multiplied as they became more and more rigid. 
Some castes do correspond to crafts, but in the case of several there 
is no such indentity. 1 A caste is divided into a number of sub-castes 
clearly marked off from one another, and the latter are distinguished 
by the peculiar economic functions which they perform. The econo- 
mic cleavage here is as wide as the social. Artisans’ guilds are 
numerous even at this date in Gujarat and Katliiawad and their 
number in a town ranges between 30 and 1 50. The Mahajan is a 
guild of bankers, traders, brokers &c. while the Panch is a guild of 
artisans. Ahmedabad is to-day the centre of the guild system which 
extends into Rajputana. Elsewhere the guilds disappeared long ago 
and even in Gujarat, their power is fast declining. 2 

The regulative functions of castes relating to matters economic, 
have steadily receded into the background and their members have 
secured increasing freedom to take to any trade they may fiud suit- 
able. To-day, caste and occupation arc no longer convertible terms; 
and a trade is found followed by people of different castes; and as 
regards non-Hindus, these social restrictions are non-existent among 
them though religious aud social prejudices impose certain limitations 
even in their case. Thus weavers are found among different castes 
and creeds, and in the Punjab, "iuthe eastern districts the Julahas 
constitute a real caste, but further westwards distinctions of race tend 


1 “The sameoasto may ombrace several crafts, and ns a rulo, Muhammadans 
and Hindus engage in the same trade, oaok working for his own community. 
Sometimes they take recognizable sections of a craft and work separately. At 
other times thoy may bo found in the same workshop and Hindus now ofton 
employ Mahaminadan crafts en whoreas formerly the Hindus were the labourers 
and the Mahammadans the employers.” — Imperial Gazetteer of India, Vol. III. 

2 For an interesting account of Indian guilds see Hopkins’ 11 India, Old and 
Hew, ”176, 
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to disappear. Khokhars and Pathans, Mirasis and Rajputs, and even 
needy Sayyads are found plying the weaver’s shuttle for their liveli- 
hood in Jhang and Multan.”' Changing popular tastes, competition 
of foreign and indigenous machine-made goods, the increasing use of 
machinery and of improved tools and the growth of individual liberty 
have disorganised and will tend more and more to dissolve this in- 
dustrial organization based upon the principle of sect or caste. Be- 
fore the advent of machinery and the spread of general and technical 
education, (as also the changes which rapidly took place as a conse- 
quence, in social usages and ideas), had obliterated the distinctions 
among the different classes of work and of workers, even in a country 
like England, as Mill observes, the barriers which separated one 
industry from another were almost insuperable. 2 

A similar process is clearly visible in India, and enterprising 
men are rising to a higher status in economic organization. indepen- 
dently of all social distinction. Not only will Brahmins become 
mechanics, foremen, carpenters, artisans, petty shop-keepers, contrac- 
tors and engineers, but people of the socially lower classes also are 
being enabled to organize industries and command labour and thus 
to override the limitations set by caste. The movement is, therefore 
perpendicular and likewise horizontal. A noticeable tendency of 
recent years has been the growth of communal and caste pride which 
resents the imputation of social inferiority and seeks to elevate the 
sodal status of hereditary occupations. The sectional consolida- 
tion which is the object of this movement, has the beneficial effect 
of spreading education and efficiency among the members of the 
various castes and sub-castes, though at the same time, it diverts the 
ambition of people from economic to clerical, literary and professional 
pursuits in certain cases. The advantages incidental to caste and 
guild organization are no longer serviceable to persons who aspire 
to rise in the social scale or to improve their economic condition. 
The regulations and restrictions of caste are, therefore, found to be 

1 Latiffi : 'Tho Industrial Punjab.’ 

2 , So complete, indeed, has hithorto been the separation, so stroDgly inark- 
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impediments rather than helps ; and individualistic tendencies 
noticeable among members of castes •will prove destructive to those 
organizations. The levelling and democratic process is thus econo- 
mically beneficial. The economic side of man rises superior to 
communal and religious differences, and economic necessity has prov- 
ed a great leveller. Large capital knows no distinction of caste and 
creed, andorthodoxHindus are found jostling with Moslems, Europeans 
and Parsees on the stock exchange and rubbing shoulders with them 
on the managing boards of mills, factories and banks. There are 
some thinkers in the West who believe that the guild idea deserves 
to be revived at this moment when the conflict between employers 
and operatives has become very bitter on account of the control of 
industry having passed out of the hands of the expert workers into 
those of a narrow class of capitalists. They wish to revert- to the 
spirit of the old guild, to times when man was "mainly a craftsman 
and a democrat who had not wasted many hours on politicians and 
governors.” 1 The suggestion has inspired some thinkers in India with 
the hope that the revival of the castes and village organization may put 
back the tide of capitalism which is seeking to engulf society in this 
country. Our view about the proposal will be gathered from the discuss- 
ion of the subject of industrial organization carried on in this chapter. 

89. Farming. — As will be shown in the next chapter, the 
economic status of a community is measured by the nature of the 
living and the welfare it secures through its labour. The natural 
conditions in the midst of which man works and the importance of 
the efficiency of labour with which he can exploit them with the 
aid of tools and machinery, have been discussed in the preceding 
chapters. In considering the different forms of industrial organiza- 
tion in India, attention must now be chiefly directed to the manner 
in which they contribute to production and the ways in which their 
contribution may be increased. The solution of the whole problem 
of Indian poverty rests upon the favourable turn that we may succeed 
in giving to the machinery of the organization of wealth-production. 
(1) To make the best use of the nation’s natural resources, (2) to 
improve the productivity of labour, (3) prevention of the waste of 
labour power and of raw materials, (4) to make capital easily 
accessible and cheap and thus (5) to lower the costs of production and 
(6) to make savings and decent incomes possible to steadily growing 


1. G. R. Sterling Taylor s ‘The Guild State.’ 
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numbers, — this is the many-sided but all-important task that has to 
be taken in hand every where. Scientific research, education, 
banking facilities, industrial protection and similar other measures 
of national policy are calculated to help in the efficient organization 
of industrial enterprise ; and even the charkha movement, like* 
co-operation, has the same end in view. How to bring about the 
most intelligent, economical and effective use of our resources, is the 
vital question to be tackled. 

The organization of production in India has to be studied 
in different aspects which simultaneously present themselves to 
the view and range between a poor peasant’s simple cultivation 
of a patch of land or the occasional land tillage, combined 
whith other primitive occupations, of the backward tribes that, 
inhabit the hills and the jungles, on the one side, and on the other, 
the manufacture of the heaviest or the finest articles in a factor}’ 
of the most modern type by up-to-date methods and on an enormous 
scale. Except in the case of a few big land-holdings, agriculture is, 
for the most part, in the hands of small men. Farming on a large 
scale is quite exceptional in India. “In the rayatwari areas of Madras, 
for example, the average size of a holding does not exceed eight 
cultivated acres while in the more thickly populated areas of Bihar, 
under the Zamindari system, the tenant holding averages less than 
half an acre. In Bengal, the original home of the big Zamindars 
and of the permanent settlement, the 24L million acres of land 
under cultivation, are divided among 1 1 million actual workers in 
cultivation, which means barely 2 \ acres per worker. The organiza- 
tion oi the agricultural industry, the basis of the country’s economic 
prosperity , is closely bound up with the different systems of laud 
tenure that prevail in the provinces. Economists have discussed the 
comparative merits of the systems of land holding such as peasant 
proprietoi ship and tenancy and based their preference for one form 
or another on the consideration of the efficient organization of pro- 
duction and also the resultant social well-being. In northern India 
generally, where the landlord class predominates, land is actually 
cultivated- by small tenants in whose hands, for lack of capital 
and of sufficiently large holdings, fanning can not be very 
productive. In southern India, holders of one to five acres of laud 
predominate. \V C sliall show in the chapter on Landlords and tenants 

ov a veritable agrarian revolution in relation to property rights in 
Ut 1 !as iacom paincd every political upheaval in India; and in this 
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change, the organization and working of the agricultural industry 
have been powerfully influenced. There is a constant transfer of land 
going on, and this some times leads to a more efficient management 
of agriculture at the hands of capable owners. Generally, the land- 
lords do not care for improvements and become mere rent-receivers. 
And where old landowning families have declined, in the vicissitudes 
of fortune to the status of tenants of one class or another and are 
rooted to the soil or work on leased land, there is little scope for 
progressive, enlightened and profitable farming. 

A few intelligent and enterprising landlords are indeed found 
taking a keen interest in their business, organizing their farming 
along systematic and scientific lines; and sugarcane and vegetable 
cultivation and fruit gardening, for instance, have proved encourag- 
ingly remunerative. These arc models which others may beneficial- 
ly follow. There is a complaint, however, that while a small cultiva- 
tor loses heart when his labour does not bring in an income, his big 
brother begins to play the absentee landlord the moment prosperity 
comes to him. Agricultural associations and co-operative societies 
may be expected to do something for the small cultivator by teaching 
him improved methods and helping him in other ways to make his 
farming more profitable. He may borrow capital or purchase seed 
from his society and carry out improvements suggested to him by 
demonstrations given by the officers of the Agricultural Departments. 
Farming has, however, to bo carried on as a business and must be an 
economic proposition, theland-holder organizing production in an in- 
telligent and efficient manner. The productivity of the soil in India has 
to be increased by the liberal application of capital and labour, and 
" the cultivator must have the enterprise and the necessary means 
at his disposal to do this. The peasant proprietor or the tenant 
in India is, as a rule, too poor and ignorant 1 to cany on his indus- 
try with sufficient profit to himself and to the country. There is 
so much sub-infeudation and subletting of lands that the rents 


1 "In England the farmer is generally a person of some education and 
substanoe, farming large areas and ospable of applying tbo results of his reading. 
The groat mass of the agriculturists of India are small holders and the standard 

of education among them is, as a rule, low I am well aware that in every 

province in India there are not a few highly educated and intelligent landlords 
and farmers , but as a rule the cultivator of India is a small holder. This obvious- 
ly, complicates the problem.’’ — Mr. Maokenna : Paper read before Royal Society 
of Arts. 
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taken by middlemen leave little profit and incentive to the actual 
cultivator. Few of our cultivators are, therefore, farmers in the 
real sense of the word, and in their hands agriculture is not a 
business. With many it is a subsidiary occupation— a parasitic 
industry which enables them to earn wages, probably for a fe" 
months in the year. Spread of education and improvement of 
credit may be expected to improve these conditions and to lead »o 
a better organization of agriculture and With it of dairy farming, cattle 
breeding and other allied industries. Intelligent landlords must 
take genuine interest in the improvement of agriculture and the in 
dustries subsidiary and allied to it and set an example to others. 
The responsibility of the State in this matter, is enormous, aud 
individual initiative and effort can not alone be trusted to bring about 


any appreciable reform. 

90. Subdivision of Holdings The greatest difficulty in 
the way of improvement is that the bulk of the agricultural holdings, 
in Jamindari as well as Rayatwari areas, are not economic units. 
Here is the premier industry of India which supports 71 per cent, 
of the population and yet it is not being run as a business proposi- 
tion! Mr. Keatinge defines an economic holding as one "wind 
allows a man a chance of producing sufficient to support himself anc^ 
his familyintcasonable comfort after paying his necessary expenses. 
In the Deccan an ideal economic holding would, according to him, 
“consist of (say) forty or fifty acres of fair land in one block with at 
least one good irrigation well and a house situated on the holding- 
The desirable area would vary greatly in different parts according to 
circumstances.”' The average holding is very small, often ridiculous- 
ly small, and is split up into several plots situated at a distance from 
one another and consequently it is absolutely uneconomic from the 
point of view of the cultivator and involves wasteful fanning from tne 
point of view of national productivity. The cultivator with such a 
ho ding can not be expected to develop or improve his property and 
must live in depressing circumstances. He must eke out a living bj 
taking to other occupations and working as a wage-earner either m 
his own village or elsewhere to supplement his income. Argricultura 
proves wasteful in these circumstances and the community is not 
aole to make the most of its natural advantages. Growth of popula- 
tion and continued partitions of landed property have resulted m 

3 SwdEeosaay In tbe Eorafciy Bcccan. 
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tainute subdivisions and dispersion of lands and tho effects of this 
tendency upon the community arc cumulative. 1 The evil is thus two- 
fold. Lands are not only split into small fragments, but these latter, 
though belonging to the same owners, are scattered in distant places 
so that their cultivation entails disproportionately large expenditure 
of time, energy and money. A holding may be sufficiently large but 
may be cultivated in separate parts, and on the other hand, one far- 
mer may take up scattered pieces and manage them together. He 
may be part-owner and part-tenant in as much as he combines land 
belonging to him with fields taken on temporary lease. The evil ol 
fragmentation is not peculiar to one province or another 01 to -the 
Jamindari or the rayatwari tenure. It is almost universal. In one vill- 
age in the Punjab, for instance, it is found that 5S4 owners own 2,353 
acres of land in 16,311 fields, the average being one-seventh of an 
acre. In Jullunder district, owing to successive partitions of holdings, 
shares in wells have also been divided so that a man may own a one- 
sixteenth of one well and one-eighth of another and so on. Such 
instances are common throughout the country. 

In order that a business may prove remunerative, that is, the value 
of its product may leave a surplus after covering all costs, it must 
have a definite minimum size. Tt must utilise certain minimum units 
of the factors of production to the fullest extent and must control 
those factors in certain sizes and proportions. So far as land, the 
primary factor in farming is concerned, subdivided and fragmented 
holdings do not admit of this primary condition of profitable agricul- 
ture being satisfied. Land, therefore, makes no contribution to the 
final product and leaves no surplus to the cultivator, and if the latter 
has to pay a contracted rent to a landlord, it cuts into his wages. As 
there are too many people on the land in India, the supply of labour 
is disproportionately large find agriculture is, in several cases, not a 
paying proposition and becomes a part-time occupation with many 
persons. A high rate of interest on capital borrowed, lias a similar 
effect on the industry. Maintenance of the cultivator and his 

1 "It is evident from this that in tho last sixty or seventy years the charac- 
ter of the land holdings has altogether changed. In the pre-British days and 
in the early days of British rule, the holdings were usually of a fair size, most 
frequently'moro than nine or ten acres while individual holding of less than two 
acres were hardly known. Now the number of holdings is more than doubled and, 
eighty-one per cent, of these holdings are under ten aores in size, while no less 
than sixty per cent, are less than five acres”, — Dr, H. H. Mann; “Land and 
Labour in a Deccan Village.” 
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lamuy and interest on borrowed capital are fixed charges which 
leave no surplus in the shape of rent or profit. With intensive cultiva- 
tion, e.g. in the raising of commercial crops and horticulture, 
however, land, in spite of the smallness of size, will yield a surplus 
because though the cost per acre is higher, the yield is larger in 
proportion. 

Laws have been made in certain countries rendering possible the 

ZTlTv ’ mP f t ! blC holdings of n Particular size, and also prohibit- 
, piston c ow a standard measure. Similar legislation is being 
attempted in India but so far no law has been actually passed. 
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■will require a radical change iu public opinion; nnd voluntary effort 
rather than legislative coercion will have to be depended on for a long 
time to come. In the meanwhile, consolidation of scattered holdings 
with the consent of the owners may be tried with a fair prospect of 
success. The influence of co-operation is being brought to bear upon 
the solution of this problem, and a number of 'co-operative consolida- 
tion of holdings societies’ have been started in the Punjab and a few 
elsewhere. It is a valuable experiment full of great possibilities and 
deserves to be tried everywhere. For an enterprising man to take to 
farming, a sufficiently large plot of land, provided with water facilities 
and a decent amount of capital, will be ordinarily needed. And 
fortified with these, there is no reason why a few of our more enter- 
prising cultivators, and even some of our agricultural graduates 
should not become successful farmers, if they seriously take to that 
industry. 

91. The Tragedy;— In agriculture, the conditions essential 
for the successful organization of the industry are wanting in the case 
of a large body of workers; and the factors of production can not be 
economically utilized. The supply of land is inadequate, capital is 
available only on costly terms if it can be obtained at all, and labour 
power is wasted because for more than half the year it remains 
unemployed. It is estimated that in England and Wales the agri- 
culural worker has, on the average, 2 1 acres of land, which is ten 
- times the average of the worker in Bengal. Similar figures may be 
quoted for other countries. Of course, mere size is no index to the 
economic productivity of land, and intensive cultivation is carried 
on by the nations which have limited territory and whose land hold- 
ings are small. The cost of cultivating petty farms there is compara- 
tively high, but the yield is proportionately higher. In India, on the 
other hand, under similar conditions, extensive cultivation is the 
normal practice involving little cost but yielding poor results. 1 Such 
is its tragedy that instead of being a whole-time and remunerative 
occupation, agriculture has tended to become, to the cultivator, a 
part-time and profitless subsidiary industry. This is a fact which is of 


1 "India i3 a country of comparatively small holdings, often of the ‘'allot- 
ment" size, but cultivated on an oxtonsivo system applicable to large areas and 
under a method which as it utilizes to the full neither the energy of the worker 
nor the productivity of the soil, is the reverse of economic." — Census Report 1921 
Yol. I, Page 244. ’ ’ 
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prime importance m a country which is described as agricultural and - 
also deserves to be carefully noted in view of the increasing attention 
that is being paid to the question of encouraging cottage and 
subsidiary industries and of the laudable effort that is being made to 
help the cultivator to earn a living by combining spinning and weaving 
with his agricultural pursuits. 

This is then the deplorable state of India’s premier industry. 
Does it not point to the necessity of taking off superfluous people 
from land and finding other avenues of employment for them? Yet 
it is often asserted that India must long continue to be a country in 
which agriculture will be the predominant industry. If this state- 
ment simply means that there is infinite scope for the improvement 
of the agricultural industry in this country and that it will be many 
years before India will have established in it manufactures approach- 
ing the variety and magnitude of those of U. S. A., England or Japan, 
for instance, there is nothing in the observation to which exception 
may reasonably be taken. What is regarded as unwarranted, is the 
suggestion that India must be satisfied with the predominance of agri- 
culture because her natural and social conditions render any other 
prospect impossible and because her sons are incapable of starting 
and managing large manufactures; and the idea that, in the world’s 
geographical division of labour, agriculture has been provide ntially 
assigned to India as her peculiar province, manufactures having 
been successfully taken up by western nations, is one that need 
hardly be taken seriously. 

That a good deal can be done by way of research on crops, soils, 
manures and so forth and by means of demonstration, education, 
co-operative credit and marketing, to improve agriculture in India is 
undisputed, and that way lies our hope for the future of the agriculture 
of the country. That fanning, thus assisted, will materially add to 
the individual and national income, is happily not a matter of theory 
but of actual experience gained by cultivators themselves dealing with 
cotton, wheat, oil seeds, sugarcane, and other crops. The recommend- 
ations of the Commission on Agriculture to which effect is being 
given, show the direction in which reform should proceed. The 
problem of scientific research is being first tackled, and this will be 
welcomed only as a beginning to be vigorously followed up by 
other important measures. All this, however, does not prove that 

ere is either no room or necessity for the rapid development of 
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manufactures. On the countrary, the two movements must run 
parallel and in harmony. The statement that India has ever been a 
purely or predominantly agricultural country can be true only in one 
sense viz. that she had no large-scale industries in the past. But all 
western countries have been agricultural in that way and have taken 
to manufactures only within recent times. 1 India has always had a 
splendid combination of agriculture and manufactures, and its wealth 
was the result of the profitable exchange between the country and the 
town. And the example of Japan is there to show how manufactures 
can be' developed in a backward Asiatic country if judicious measures 
are taken to foster the growth of industries. Germany also evolved 
her industrial prosperity out of conditions which were hardly more 
favourable than those prevailing .in India. Even England was a 
predominantly agricultural country till the end of the eighteenth 
century. “In 1770 England was still mainly an agricultural country 
and Arthur Young estimates that the income of the agricultural 
portion of the nation was larger than that of all the rest of the 
community." 2 While it is foolish to trade on the achievements of the 
past, it is just and proper that we should have a correct historical 
perspective in the consideration of this problem and the industrial 
resurrection of India. The ruralization of the country has gone to 
such a length that the industrial capacity of the people, their 
talent and their natural and acquired aptitude have been forgotten. 
The industrial and commercial glory of India appears to have passed 
into a myth, and an account of the old indigenous industries and arts 
will read like a fairy tale. The history of Indian shipping and ship- 


1 “I do not agree that India is an agricultural country; India is as much a 
nanufacturing country ns an agri-ulturai; and ho who would seek to reduce har 
to the position of an agricultural country seeks to lower bet in ths scale of 
civilization. I do not suppose that India is to become the agricultural farm of 
England; she to a manufacturing country, her manufactures of yaiious desotipticn 
have existed for ages, and have never been able to be competed with by any 
nation whenever fair play has been given to them. I speak not now of bar 
Dacca muslins end her Cashmeer shawls, but of various artiolcB which she 'has 
manufactured in a manner superior to any part of the world. To reduce her now 
to an agricultural country would be an injustice to Inaia.“-Mr, Montgomery 
Msrtto: Quoted in “India in the Victorian Age” by Mr. R. 0. Dutt, 

S Gibhins: Industrial History of England. 
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building, to take one example, would show what great progress’ had 
been made by the Indian people in industrial development. The in- 
quiries of the Indian Mercantile Marine Committee have brought this 
question to prominent notice and its report suggests what measures 
may be beneficially taken to encourage the industry in India. The 
conditions in which shipbuilding and shipping are carried on to-day 
are radically different from what they were, and the revival of the old 
activities in those respects is surrounded with great difficulties. The 
same remark has to be made with respect to industrial enterprise in 
other directions, especially in view of the radical change which has 
come over its national organization and international relations. The 
inherent industrial capacity of the Indian people is, however, 
undoubted and the latent possibilities of the country are acknowledg- 
ed on all hands. With systematic organization and patient and 
zealous encouragement, a variety of industries will rise in India, 
placing the nation’s economic activities in a proper equilibrium and 
making her people progressive and prosperous. 

92. The Gharkha Movement Besides the forms of the 
organization of industries so far considered, there are others such as 
cartels and trusts, co-operation, socialism and communism. The combi na- 
tions of the first of these classes, are slowly making their appearance in 
India, some of them being national and others international, in scope* 
The tobacco, the textile, the match and the mineral oil industries 
supply illustrations. Rationalization and systematic and effective 
control of production and prices are tho main motive of this typo of 
combination in which a number of industrial concerns agree to work or 
arc brought under one management. Co-operation will be discussed 
in a subsequent chapter, and as to socialism, it is, at present only 
an ideal preached by some. Western influence is actively working 
on the minds of these people in India in this respect; and the national 
control of the instruments of production, land and capital, is their 
goal. It is not only orthodox socialism but communism of the Marx- 


1 " In ancient tiroes the Indian*, excelled In the art of constructing vessel*. 
*r.d the present Hindu* can in this inspect still odor models to Europe— to much 
*o that the English, attentive to every thing which relates to narsl architecture, 
h'-e hotrovrd /roro the Hindu* many improvements which they have adapted 
v* th nieces*, to their own shipp. ng. Th« Indian vessels unite elennnee evd 

utility sad a-e moiris if ; atiecco and fine ■workmanship." — A French writer 
MufcerJeMn his Hiticrry of Indian Shipping and Marking 
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■iati pattern, which has a "fascination' for certain imaginations, and 
■elimination of private property and communal, instead of the prevail- 
ing individual, ownership and control of-economic activities is regard- 
ed as the sovereign remedy for the country’s ills. Machinery, ■ a 
■proletariat and mass production are essential features of, this 
scheme of things. 

On the other hand, there is another trend of thought working in 
India which comes into direct conflict with the ideal just mentioned. 
The evils of the factory system have become so patent in the west 
that earnest endeavours are being made there to “ deurbanizc ” 
national industries and to restore to villages the simplicity, the clurm 
and the healthiness of the olden times. The advocates of a rural 
revival in England make it quite clear that they are not opposed to 
industry, manufacture or trade. “ We are not out against machinery,” 
they point out, “ but are out against that attitude of mind which has 
turned all those essentials of real healthy life, the necessities of na- 
tional production, into instruments of human degradation." “ We 
are out to remedy a state of things,” they proceed to say, “ which 
denies to the mass of workers any opportunity of industrial initiative, 
any scope for the exercise of the creative birthright which distin- 
guishes the free worker from the slave.” The case of the Indian village 
and the workman is not, in one respect, yet so hopeless as that of his 
prototype in certain western countries, and it is, therefore, urged 
that steps should be taken to save our countryside from the disaster 
of the factory regime before it is too late. We here take the “Charkha” 
as a representative of rural crafts and life and the Indian movement 
in favour of its revival as intended to impart physical, economic and 
moral health to the people of India. The movement is likewise 
calculated to counter the competition of foreign manufactures which 
has killed one of the most important of indigenous cottage industries. 
It has thus an economic and a political aspect and the ethical element 
is also not wanting in it. 

For our present purpose it will be desirable to fix attention 
mainly on the purely economic aspect of the Charkha movement 
without altogether ignoring its political, ethical, and social hearings. 
Students must carefully consider the object or objects of the move- 
ment, its means and measures and their operation and expected effects 
upon the people in order to be able to form a‘ just estimate in the 
-matter: -To- begin -with, as'au important plank inrthe programtne-df 
u 
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non-cooperation then just started, a resolution of a special session 
of the National Congress at Calcutta, years ago, described hand- 
spinning and*-hand-weaving and the wearing of khaddar as measures 
of discipline and self-sacrifice for every man, woman and child. The 
Nagpur Congress later passed a resolution in favour of making India 
economically independent and called upon merchants to “ carry 
out a gradual boycott of foreign trade relations.” Economic in- 
dependence v, as, in the opinion of many, a condition precedent to 
the establishment of Swarajya, and so one necessarily to be satisfied 
for ensuring its continuance. To restore to each village economic 
self-sufficiency was likewise an ideal preached in this connection. 
The Belgaum Congress session made the hand-spinning of yarn the 
franchise for the membership of that body, and as a result, yarn- 
spinning and the propriety of insistence on the wearing of Khaddar 
became subjects of continuous and animated controversy in Congress 
circles. These deputes led Mahatma Gandhi, the great apostle of 
the charkha movement, to start a separate institution, the Spinners’ 
Association, winch would work independently of the Congress. A 
vigorous and a large-scale effort has been made to popularise the 
use of the Charklia and of khaddar, and the movement has raised a 
number of complex and difficult questions in the realm of theoretical 
and practical Economics. It will serve our immediate purpose to 
select for discussion one of the most important arguments urged in 
support of the spinning wheel and the liandloom viz. that their 
spread is designed to create a supplementary industry for the cottages 
of the poor and starving cultivators who have no employment dur- 
ing a large part of the year when agricultural operations are impossi- 
ble and other work is not available. 

Now, hand-spinning has been, for centuries, a home industry 
carried on by women all the world over. The spinning wheel and 
the spindle, once regarded as an emblem of womanhood, have been 
plied by them in their homes, and in India, the woollen and the 
cotton yarn produced has been sold in the local markets for the use 
of the professional weavers to be converted into blankets, dhoties 
and sarees or sometimes woven in the home itself. The cloth turn- 
ed out from the home spun yarn was in universal use in the country. 
Middlemen would collect the j'arn or buy it in the town markets 
and supply weavers with the raw material; or the yarn would bo 
cctly taken to the weaver to be turned into cloth. Ibis form of 
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domestic industry still persists very generally with respect to woollen 
blankets in rural areas. In villages at a distance from the railways 
and the highways, the same system persists with reference to cotton 
also, and the bulk of the imports of foreign cloth are consumed by 
dwellers in towns. But the yarn produced in the indigenous mills 
has largely superceded the hand-spun material in the country, and 
the middlemen and the weavers prefer the former stuff as being 
cheaper, finer, more suitable and easier to handle. Handloom-wcav- 
ing st'll holds its own, whereas hand spinning has gone under in the 
competition of machinery, as there is sufficient demand for its 
products though the number of liandlooms plying in the different 
districts has steadily declined. 1 

Handloom-wcaving has been a specialized craft, giving full 
employment to the workers throughout the year, though the Salies 
and the Koshties have been partly agriculturists also. But hand- 
spinning has never been such a craft — it has ever been mainly a 
subsidiary occupation for -women. It has been given up because 
carding and spinning no longer pay and can not compete with gins, 
presses and mills. The moment cotton-growing is started in a tract, 
gins and presses spring up, for instanc at Baramali in the Poona 
District. It is proposed to revive hand-spinning as a cottage indus- 
try for men as well as women in order to provide them with work, 
and consequently with sufficient food and clothing, and likewise to 
preserve rural industrial organization from being destroyed by the 
invasion of modern machinery. Educated classes arc exhorted to 
spin yarn, even for half an hour a day, in order to set an example 
to their illiterate brethren, the cultivators and labourers. Success in 
this effort at the rehabilitation of the Charkha in rural homes, will 
depend upon the success with which (1 ) men as well as women nmy 
be induced to ply the spiuning wheel as a regular supplementary 
occupation, (2) a sufficient number of weavers may be found to use 
hand-spun yarn on their looms, and (3) popular taste may be regulated 
and controlled in favour of using hand-woven Iihaddar made of 
hand-spun yarn in preference to machine-made cloth. Economic 
forces must obviously assert themselves here in the long run, unless 
there is a complete aesthetical and moral revolution, and aro bound 
to set limits to the permanent progress of the Charkha movement. 


1 Government reports on the revision settlements ot land revenue in 
tp.lnk$ after taluka tell the sumo tale of the diminishing number of looms. 

•vP - 
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93. Limitations and Possibilities: — Whatever other causes' 
may be responsible for the disappearance of the Charkha from the 
cottages of the rural population, the advent of modern machinery 
in our m : dst and the attraction of other work is one of the most 
potent. It has been displaced by the spindle in the factory by the 
same process by which the steel and the iron roller in tho cottage 
have been displaced by the ginning machine, the copyist’s reed by 
the steel and the fountain pen and the power-driven printing 
machine, the stone hand-grinding null by the power-driven flour mill, 
the tailor’s needle by the sewing machine, the bullock-cart by the rail- 
way and the automobile, the ‘ghani’ by the mechanical oil press, the 
leather water-lift by the suction pump and the wooden by the iron 
plough. We have adopted and arc fast adopting less troublesome 
and more economical and efficient methods of production and trans- 
port, and familiarity is taking off the edge of novelty and creating a 
demand for a more extended use of machinery and improved tools. 
Men and women even of jungle tribes can now earn more than half 
a rupee a day in a factory and can spend it on mill-made cloth and 
can not, therefore, feel inclined to work at tho charkha or tho loom. 
You can make water run up-hill more easily than expect human nature 
as it is and as it promises long to remain, to resist the use of tilings 
which are more economical, convenient and pleasurable. Though 
the adopt : on of improvements like those mentioned above, has 
thrown thousands of artisans and craftsmen out of employment, 
it has also opened innumerable new avenues of work for the people, at 
the same time. The railways probably give employment, diiectly and 
indirectly, to more workmen than they have displaced; and the work- 
shops, mills, mines and factories are drawing the backward tribes 
and communities from their hilly and forest homes to earn cash 
wivch was long a rarity to them. The real problem is, therefore, 
one cf all-round readjustment and suitable and healthy adapt: tion 1 
and not of the prescription of a single universal specific. 

The Charkha, preferably in an improved form, can be establish- 
ed with benefit in the homes in villages which have not been 
penetrated by railways and machinery and among classes socially too 


t Seo tho Author's article on this subject in ibe Journal of tbo Indian 
Economro Society for June, 1921. 
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lot,' and otherwise too helpless to Lake to any other occupation. The, 
admirable work which is being done by Mahatma Gandhi's organiza- 
tion in this re.pect is, therefore, worthy of the highest praise. The 
movement is attacking the problem of rural unemployment from the 
side both of consumption and production. The Charkha is .calculat- 
ed to occupy unemployed hours and supplement the small earnings 
of the poor labourer and cultivator, and more weavers than now 
may ply a profitable trade in those conditions. Wool is spun and 
woollen yarn is woven into blankets in this way in numerous villages 
at the present moment, and the industry has a place cut out for 
itself. Handlooms in rural areas are to-day engaged in the production 
of saris, bodice cloth and turbans of medium and high qualities, and 
even in tins field, mills have begum to compete with them, and mill-made 
yarn is used almost exclusively. Ivhaddar will similarly have a 
general demand for specific purposes and will also satisfy a common 
want in certain rural areas. But it has its limitations. IChaddar is 
dearer than mill-made cloth and is less durable, besides being rough. 
Work on the Charkha will give employment as famine and charitable 
relief and it will be an effective means of raising the economic and 
social status of the depressed classes. It is admittedly a home 
occupation peculiarly suited to the life and the capacity of rural 
women and can be revived on a large scale only in that form. 
Nothing is gained by indulging in exaggerations in praise of the 
Charkha except that it may prove useful as propaganda in the 
initial stages, and if the permanent and substantial good of the 
poorer classes in the country is to be achieved, it is best squarely 
to face realities. Equally foolish will be a wholesale condemna- 
tion of the movement ns uneconomic and impracticable. 
Truth demands that its possibilities as well as its limitations 
should be fairly recognized. Mahatma Gandhi himself has given 
the following explanation of the utility of the Charkha : 

" The sole aim advanced on its behalf is that it alone offers an 
immediate, practicable, and permanent solution of that problem 
of problems that confronts India, viz. the enforced idleness for 
nearly six months in the year of an overwhelming majority of 
India’s population, owing to lack of a- suitable supplementary 
occupation to agriculture and the chronic -starvation of the masses' 
that results therefrom. There would be no place for the spinning 
wheel in the national life of India, comparatively’ small as the 
remuneration that can be derived from it is, if these two factors 
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were not there.” 1 The Charklm lias in its favour the facts that (1) the 
raw material of the industry is abundant and cheap in India, (2) the 
skill required in spinning, if not in weaving, can be easily acquired, 
and (3) khaddar satisfies an elementary human want. But it 
should be noted that lchadi woven from hand-spun yarn is different 
from that made of mill j'arn. And the pertinent question to ask 
here is whether the scheme promoted by the advocates of the Charkha 
is an immediate,, a permanent and a complete solution of the 
problem to be tackled or is a temporary measure to be patriotically 
supported though in itself uneconomic. 

It is true that at one time India clothed herself completely out 
of home-made cloth; but similarly did the Indian people supply their 
own means of transport and locomotion, their own sugar and paper 
and a hundred and one other things. The real cause for anxiety is 
not so much that the Charkha has disappeared from rural homes as 
that the total productive capacity of the mass of the population 
living in villages and their opportunities for honest work have not 
kept pace with their steadily growing numbers and wants. Spin- 
ning dees indeed mean all the difference between starvation and a 
pittance to persons and families, but after all, hand-made cotton cloth 
can fill only a small place in the progressive industrial organization 
ot India and will tend to be an item of very minor importance in 
the domestic economy of the poorer classes taken as a whole. A 
more serious question is how to bring about a general readjust- 
ment of the social and economic forces which have disturbed the 
old equilibrium and have affected even the production of an adequate 
food supply for the growing population of the country. Though 
Mahatma Gandhi is not blind to the possibilities of other measures 
to improve the lot of the rayat, his movement brushes them aside' 
and concentrates itself on the Charkha. To take one or two in- 
stances. If the rate of interest which our cultivators have to pay on 
their borrowings, were reduced to a reasonable level, the saving will 
amount, onarough calculation, to the valueofthe whole of the Khaddar 
produced when the Charkha movement is a complete success, and 
what is saved is so much gained. Similar increases will take place iff 
agricultural income if improved varieties of seed are used and more 
economical processes are followed in land-cultivation. Thfe kind of 
work is equally worthy of the sacrifice of public-spirited people. The 


?■ From Qregg’a Economic* o f Khaddar. 
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problem will be placed in its proper perspective if spinning and 
weaving are regarded as a portion of the industrial ground that ha 9 
to be covered and if it i9 systematically carried on with that aim in 
view. Economic reconstruction will, therefore, have to be effected 
in various directions and in consonance with the spirit of the limes; 
and no exclusive pursuit of one subsidiary industry and no whole- 
sale revival of a by-gone age is either practicable or desirable. The 
spinning wheel certainly has its place, but it can not be a specific 
for all our economic ills as it is represented to be. Salvation must be 
sought in a more efficient economic organization all round, in agri- 
culture as well as in industry and trade. 
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PRODUCTION AND POPULATION. 


9Q. Increase of Population : — We have already laid stress 
upon the peculiarly urgent importance of increasing the production 
of -wealth of every kind in India, and pointed out that this 
can be ensured only by an increased efficiency of the agents of 
production. An increase in population is itself taken as an indica- 
tion of the progress and prosperity of a nation because the growth 
is possible only under favourable conditions, political, social and 
economic as well as physical. Wealth is indeed not an end but a 
means to an end and is produced not for its own sake but in order 
to be consumed. 1 2 The connection between population, national 
well-being and wealth-creation is thus very intimate and they react 
upon each other. Apart from the importance of numbers for the 
defence of the community, growth of population is necessary for 
augmenting the output of wealth; and the latter, in its turn, 
-promotes the increase and well-being of population by increasing 
.'consumption, enhancing efficiency and improving the conditions in 
which the community works and lives. 7 How will forces of nature 


1 "The preelection of wealth, is but a means to the sustenance of man, to 
the satisfaction of his wants and to.the development of his activities, physical, 
mental and moral. But man bimBelf is the chief means of the produotion of that 
wealth of -which he is the ultimate aim.” — Prof- Marshall: Principles of 

Economics. 

2 “ Defence is still of more importance than opulence, and an increase 
in numbers means in general an increase in military power — actual or potential. 
Equally obvious is the increase in man’s power over nature. Even simple 
combination of labour has its advantages, as has been admirably shown by 

Mr. Gcmmo. Still greater are the advantages of complex co-operation, a3 we 
see in our own days in the rapid development of new countries in which the 
Progress of centuries is forced into a few deoades. The growth of population is 

necessary to the improvement of the "means of communication and of trade, trade 

brings capital and capital and land both give for a time an increasing return, and 

“ 3 * * * * ncr ease of population means an increase of wealth per unit." — Prof, 

cholson : Principles of Political Economy. 
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be controlled and harnessed for the use of mankind if there is not 
n sufficient number of hands to work, particularly in the earlier 
stages of civilization when human physical power is the greatest 
asset ? Numbers count for much among the struggling and warring 
savages though their hordes have to wander over the face of the 
earth in search of food. Depopulation was a potent cause of the 
ruin of the Roman Empire which could not defend itself against the 
waves of barbarian inroads, while, on the other hand, over-population 
is a constant cause for anxiety to nations that can not maintain their 
standard of living with increasing numbers. Immigration and 
emigration assume peculiar importance, therefore, according to 
different national conditions. 

How vital is the problem of the size arid the growth of 
population from the point of view of defence, was demonstrated 
afresh by the experience of the world-war. The sheer volume of 
the population in the belligerent nations counted in it as a factor of 
no small importance, and for several years before the out-break 
of the struggle, the stationary condition of the population 
in France had been a cause of anxiety and alarm. Colonies, 
where land is abundant and the soil fertile, invite settlers from 
the old world and immigration tends to augment wealth. An 
increase in labour power conduces to the efficiency of production, 
and a growth of population will augment the national income. 
British colonies like Fiji and Guiana are trying to attract Indian 
labour by offering tempting terms though the self-governing 
Dominions are anxious to maintain themselves White. A natural 
increase of population is welcomed also because it represents an 
excess of Births over deaths and bespeaks peace, health and pros- 
perity in the communit)'. Maintenance of civilization and of 
national existence are threatened by a stationary or a decadent state 
of population. Numerous progeny, long life and abundance of 
material wealth have ever been the ideals of mundane life in this 
country and have formed the subject of divine prayers and of 
benedictions from Vedic times to the present day. 1 The animal 
instinct to -multiply provides the natural source for the 
augmentation of numbers, but its intelligent regulation which pre- 


1 Tbe usual benediction in tin case of a Hindu married woman, wishing to 
her the birth of eight sons, is well-known. 

35 
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supposes advance of civilization, is ensured by laws, customs and 
deliberate action. 

95, Varying Conditions : — In the statement that in certain 
circumstances an increase in population will be accompanied by 
growing welfare, as it will assist in raising the efficiency of the 
production of wealth, and therefore, in augmenting the volume of the 
national dividend, the qualifying conditions are important because 
a growing population will only bring on or aggravate poverty if the 
additional numbers are not able to produce a surplus of wealth. 
It is true that man comes into this world with one mouth and two 
hands, but the latter may not produce enough to feed the former, 
much less to support others. These likewise involve an initial cost 
to the community in education and up-bringing. The population, 
with additions made to it, will press on the soil, setting at work the 
law of diminishing returns, the food supply will prove inadequate 
and the condition of the community will deteriorate. It is, there- 
fore, necessary that increasing population should make more than a 
proportionate contribution to the national dividend if the material and 
the moral condition of the community is to improve.' But it is not 
easy to determine the standard of necessaries and comforts by 
which to judge the improvement and deterioration as it varies from 
community to community and from time to time. As has been 
pointed out above, the pressure of numbers drives liords of 
savages ever to fresh fields and pastures new ; and an adjustment 
between population and the available means of subsistence is 
always in operation in all countries. And the important question 
is how does this adjustment take place ? 

There are two ways in which the situation is met consciously 
or unconsciously. Either the fierce struggle for existence stimulat- 
es the people to greater effort and to progress or it overwhelms 
them and they succumb and degenerate. All countries are not in 
the happy condition in which an increasing population leads to 
increasing welfare. Increase of population in Germany was very 
large before the war, and it was stated that the effects of growing 
numbers there did not prove detrimental. On the contrary, it is 

1 “ An increase of population acoompanied by an equal increase in the 
material sources of enjoyment and aids to production is likely to lead to a more 
“ n P r °P°rtionate increase in the aggregate income or enjoyment of all kinds,” — 
Marshall; Economies of Industry. 
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claimed that the pressure of increasing numbers had a stimulating 
effect upon the German character, goading the young men on to 
work with greater vigour and efficiency and that instead of being 
content with their share of paternal wealth, as would be the case 
in countries like France, where population is almost stationary, 
German youths struggle hard and make their way in the world,’ 
But even granting that the above conclusion applies to the majority 
of communities in the world, there is another aspect of the problem 
which demands consideration and it is the implication that there 
will be a continuous race between population and subsistence. We 
take growth of population as a natural phenomenon over which 
human beings have no control or assume that it is beneficial to man- 
kind and then try to promote the increase of subsistence in order 
that it may overtake population and surpass it if possible. Nature 
seems here to mock man and to set him to pursue a mirage. The 
lure of happiness drags him from disappointment to disappointment 
and pessimists and spiritualists, therefore, insist upon the necessity 
of man's emancipation from the tyranny of carnal pleasures. But if 
population did riot grow or if the increase was very small, will not 
the individual share of the national dividend be larger ? 1 2 

Natural animal instincts are, however, given a free play as a 
rule, and if there is any interference with freedom in this respect 
it is exercised only to restrain immorality and often times to stimulate 
the growth of population in the interests of the community. If there 
is to be no check to increase in numbers, it follows that there has to 
be at least a corresponding addition to subsistence if the equilibrium 
between the two is to be maintained; and greater importance, there- 
fore, has been attached to the side of production. It is commonly 
believed that it is natural for man to live and multiply; he can not 
do otherwise; and if experience shows that numbers outstrip the. 
production of food and other necessaries and that, therefore, the 
material condition deteriorates, emigration or philosophic resignation 
must be resorted to as remedies. If man does not do the needful 
to restore the balance, nature has her own way of dealing with the 

1 Howard: Recent Industrial Progress of Germany. 

2 “When growth of population is accompanied by various occurrences that 
operate favourably upon production, and the average per capita income then 
increases, the growth of population will have exercised its harmful effects all 
the same; there would bnvo boon far greater increase of the average income bad 
there been no increase of population.” — I-'ierson: I'nnoipies of Eooaomtcs, 
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situation. Through the agency of diseases and death, nature seeks 
to reestablish the equilibrium between population and production, 
which is being constantly disturbed by a disproportionate increase 
of numbers, Malthus, the celebrated English economist, was 
struck with this fact and his observation of contemporary social 
phenomena and his study of the history of different countries, led 
him to ask the question, "can not the disparity between population 
and food be corrected by means other than those adopted by nature?” 
He, therefore, sounded a note of alarm and gave a warning, pointing 
to, what he thought was the only effective alternative remedy, viz. 
moral restraint. 

96. Malthusian Doctrine During the last few years, 
wealth-production has made such giant strides, particularly in the 
west, as could not have been anticipated by Malthus, and recent 
developments appear to have falsified his gloomy forebodings that 
the quantity of the means of subsistence would not be able to keep 
pace with the increase of population. He had maintainted that 
unless people voluntarily kept down the growth of population by 
moral preventive restraint , 1 positive checks like famine and disease 
would come into operation, making the lot of mankind miserable. 
What is, however, the actual position to-day ? Mass production has 
forced on nations indulging in it a policy aptly characterised as 

‘ consumptionism’ and consisting in strenuous efforts to fin con- 
sumers for the superabundant wealth produced . 2 There is a con- 
tinuous improvement in the standard of living of tie v\or mg 
classes and the birth-rate is being deliberately kept down by the 
cultured and the well-to-do people . 3 Several persons marry late in life 
or do not marry at all. Many couples want to have all the pleasure 
of married life but not its responsibilities and they thus follow 


1 By moral restraint he meant not the limiting of the number of children 
in marriage but oelibaoy, postponement of marriage and abstention from all 
sexual relationship. 

2 “Everywhere vro see wealth increasing at a greater rate than population - 
in new countries like the United States as well as in old countries like Eranoe— 
aoThat our first concern is rather in the opposite direction,'*—' Charles Older 
Political Economy. 

3 41 There is no question that this general situation— marriage rates virtu* 

* ^ a tationaty and yet declining birth-rates— is due to deliberate abstention 
intp 1 Married couples have fewer children than before by deliberate 

n ♦ —Taussig: Principles of Economics, 
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consciously' or unconsciously, the teachings of Neo-Malthusianism 
which are not, however, the same as the precepts of Malthus. The 
birth-control movement is fast spreading in western countries and 
is now being promoted in India as well. The volume of literature 
dealing with sex, directly and indirectly, is steadily growing in the 
west, and sex education is being insisted upon as an important part 
of the up-bringing of the child. Vigorous efforts are being made 
to popularise the use of contraceptives. While the deplorable state 
of sex-relations in India has been painted in the blackest of colours 
in books like those of Miss Mayo, a search-light has been thrown 
upon equally bad, and probably worse, conditions prevailing in the 
west, by rejoinders provoked by these books and others written by 
westerners themselves, e. g. Judge Lindsay. 

It is then the preventive check urged by Malthus and particu- 
larly by his followers, combined with larger production of wealth, 
which has brought about the result that is pointed out as a refutation 
of his famous doctrine. It must be said in fairness that it Js a 
justification rather than a refutation, though his assumption of the 
natural laws of the growth of population and of diminishing 
returns was arbitrary. Optimists have attacked his doctrine on the 
ground that it underestimates human capacity to produce wealth 
while pessimists have supported it with the plea that the optimum limit 
of population in relation to food supply must be reached one day if its 
growth is not deliberately checked. The prospect of an excessive as 
well as a deficient population causes alarm. While a nation like 
France fears the latter, the former is a cause of anxiety in India. Now, 
over-population is a relative term. It means excessive population 
in relation to the food and other necessaries of life which a commu- 
nity commands. Even a small community may be overpopulated if 
its means of subsistence are limited and are incapable of expansion 
while large numbers will not feel the pinch of the demand for food 
if their productivity keeps in advance of the increase in population. 
There is thus a relative and an absolute overpopulation. The 
deliberate exercise of preventive checks accompanied by a growing 
command over wealth and improved sanitation and health, lias 
contributed to a lowering of birth-rates and death-rates. Birth- 
control has, to-day, become a craze in western countries and is 
being preached specially for the benefit of the poorer classes and of 
women in particular who are most affected by the birth of children. 
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The movement opens a number of questions of ethical, social, 
religious as well as economic importance into which it is not possible 
to enter here, and wc must content ourselves with observing only 
that the far-reaching effects of birth-control and the use of contra- 
ceptives must take long fully to manifest themselves, that what has 
been accepted as necessary and desirable in the West ( there are 
even there influential dissentients whose opinions arc every way 
worthy of consideration ) may not be so in India and that those 
remedies can not carry us very far in the solution of our difficulties in 
this country. Admitting, however, that the doctrine of overpopula- 
tion has lost its terrors for modern society on account of its 
enormously augmented power of production and that the stress has 
been shifted from food to comforts and luxuries, still further that 
‘since man is the chief labour force, large numbers, indeed other 
things being equal, mean greater national strength and power, ' we 
must not lose sight of the fact referred to above, that other things 
may not be equal and growing numbers may not mean increasing 
uational wealth. 1 2 

It must also be borne in mind that ‘ a rate of growth sufficient 
to enable it to keep pace toith population is not all that w r e require 
of production, otherwise the average income will never rise. If the 
means of subsistence arc perpetually to strive to overtake expanding 
population and are never to be adequate to afford a steadily increas- 
ing share of wealth to the population as it advances, the prospect 
is surely not very cheerful. A stationary population need not cause 
alarm* unless we are to despair of the future of civilization and 


1 “Tbo reverse may not be true if other things aro not equal. A small 
nation with greator productive efficiency, like England, will out-raDk a more 
populous oountry like India. Smaller numbers with fairly equable distribution of 
wealth are preferable to a dense population livwg in the extremes of misery and 
opulence. More humbers arc, therefore, not tbo vital point. Seligman. 
Principles of Economics. 

2 u Eor mankind as a whole, declining birth.rates and lessening prossuro cn 
Population moan progress, and not deterioration. The prevalence of habits 
of prudence among all strata means a gam in human happiness. Possibly the 
tune will como wheD this sort of prudence will be oarried-so far that tbo advanced 
communities will uo’longer increase at all.”— Pierson : Principles of Economics. 
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must have large numbers of human beings in readiness to be thrown 
into the liaulocast of defensive or offensive war with neighbours and 
strangers. The idea that large numbers are required for defence 
and for aggression, appears to have been shaken by the last world- 
war. The League of Nations, the concrete lesson of the futile, 
suicidal and immoral character of war is, however, of the nature of 
an experiment and it will be long before the waste and the destruc- 
tive activities of armaments will cease or will be substantially cur- 
tailed so as to yield the much-needed relief to mankind. In scientifi- 
cally improved warfare of the future, the smallness of numbers will 
be offset by mechanical improvements and chemical inventions. 
The Fascist policy of Italy is opposed to the limitation of the popu- 
lation for national as well as religious reasons. Catholic communities 
regard birth control and limitation of families as immoral and their 
views in this respect agree with those of the bulk of the people in 
India. The vast numbers of China, India and other eastern coun- 
tries, contrasted with the slowly growing or stationary populations 
of the West, fill thinkers of Europe with alarm. 

97. Indian Conditions:— The principles of population briefly 
discussed above, may now be applied to the social and economic 
conditions of India with a view to an examination of the tendencies 
in this country. The teeming population of India is often spoken 
of with a sense of pride and satisfaction, but a scrutiny of the statistics 
of the people and of their state of living will not fail to create 
quite different feelings. Quality must matter as much as if not more 
than quantity in the case of the population of a country; otherwise a 
mere increase in numbers is a veritable danger. A useful study of 
the relation of the population and the economics of n country, must 
take accountof (l)the proportions of men and women, (,2) the numbers 
at various ages and stages of life, (5) the numbers of married couples, 
(4) the fecundity of marriages, (5) the size of families, (6) average 
expectation of life, (7) brith and death rates and (8) the numbers of 
rural and urban inhabitants. We give the more important statistics 
in this connection in the appendix at the close of this chapter and 
shall deal with them briefly in this place. The total population of the 
whole of India, according to the census of 1921, was 31,89,42,480 as 
compared with 31,5 1,56,396 in 1911, representing an increase of 1*2 
per cent. The real increase, which excludes tiiat due to extension of 
areas and improved accuracy of enumeration, during the 49 years 
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between 1872 and 1921, aggregated 20-1 per cent, and was reached 
as follows : — 

1872-1 881. ..1*5 per cent. 

1881-1891 ...9-6 „ „ 

1891-1901 ...1-4 „ „ 

1901-1911. ..6*4 „ „ 

1911-1921. ..1*2 „ 

The comparatively small increase during the ten years, 1 9) J —2 1 
is attributable to the enormous mortality caused by the influenza 
epidemic which ravaged the country in 1918-19, and carried away 
nearly Iterate of persons. The britli rates vary slightly in the 
different provinces and during the decade of the last census, were 
seriously influenced by the brief but deadly prevalence of influenza. 
The average normal birth rate may, however, be taken at 39 per 
mille and the death rate at 30 per mille, sothatthe natural increase of 
the population, that is, the excess of births over deaths, is approximately 
9 per mille. A similar rate of growth is to be seen in several Euro- 
pean countries, but there both the birth and death rates are lower 
than in India. Physical, economic and social conditions peculiar to 
this country, combine to raise the death rate high while it has been 
brought down to a surprisingly low level by improved sanitation 
and public health io the west. The waste and misery involved in 
the high rates of births and deaths in India proride food for serious 
thought. 

The density of the population varies in the different parts of 
the country and is dependent upon physical configuration, climate, 
quality of the soil, rainfall, the state of industries and other condi- 
tions. Bengal, with an area which is only 5 per cent, of the total for the 
whole country, has a population which is 15 per cent, of the aggre- 
gate Indian population. Corresponding figures for the United 
Provinces are 6 and 1 5 per cent, and for Madras, 8 and 1 3 per cent., 
while for Bombay, they are 10 and 8 per cent, and for the Punjab 
8 and 8 per cent. The higher density of population in Bengal 
which rises to 1 ,000 persons per square mile in certain parts of that 
Province, is easily accounted for by the assured and plentiful water 
supply and the fertile alluvial soil. The relation of these conditions 
and density is reflected in the figures for various districts in the 
rovinces. Central India and Rajputana do not possess favourable 
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physical conditions for cultivation and Sind's sandy soil and absence 
of rain render human occupation of large tracts impossible. Stret- 
' ches along the western and eastern coasts of the peninsula where 
rainfall is adequate and certain, have greater density. Gujarat has 
a density of 292, Kaira district having as many as 445 persons per 
square mile, the ICarnatak has 187, the Deccan 158 and Sind 91. 
The district of Malabar shows a density of 585, Godavari district on 
the east coast 578 and in the State of Cochin where nature is 
uncommonly bountiful it is 662. The average of population per 
square mile for the whole country is 1 77, the mean density in Bri- 
tish territory being 226 aud in the Indian States 101. The Census 
Report gives comparative average figures for other countries which 
are reproduced below : — 

Average Density per square mile. 


Belgium 

...654 

Austria 

...199 

England and Wales 

...649 

Spain 

...107 

France 

...184 

Japan 

...275 

Germany 

...332 

United States 

... 32 

The Netherlands 

...544 

New Zealand 

...11*8 


The above statistics deserve careful attention. The differences 
in the degrees of density between the provinces, Bengal and Bom- 
bay, far instance, cau be accounted for by the natural peculiarities 
which distinguish them. Large plains with fertile soil and irriga- 
tional facilities are conducive to a rapid growth of population 
while hills, jungles and wastes have a restraining effect. But density 
figures must be used for purposes of comparison and inference with 
caution. A nation or a community living in a small area may be 
comparatively numerous and yet have greater material prosperity 
than a people occupying wider territory. The average density 
displayed in the above table for Belgium, England and the Nether- 
lands, is higher than that of many thickly populated provinces of 
India e. g. 578 for Bengal, 444 for the United Provinces, 340 for 
Bihar and Orissa and 297 for Madras. The economic condition of 
a community is determined by several factors. The land on which 
it lives is one among them and its influence on material well-being 
varies with the occupations and the capacity of the population. 

98. Pressure of Population : — Density being arrived at by 
merely dividing the numbers by the amount of space, it must be 
considered with direct reference to (1) natural resources, (2) people’s 
36 
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productive capacity and (3) the standard of living. The countries 
of Europe in which density is high, do not depend for their livelihood 
only on the produce of land ; therefore the ratio of numbers to space 
by itself signifies nothing. The mining, metallurgical, manufacturing 
and other industries which the population carries on, combined with 
foreign trade, shipping aud banking, enable the nations to supplement 
their agricultural wealth, which is itself produced most intensively. 
That is howitispossiblefordenscpopulations in Europe to maintain a 
high standard of living, and the high density of cities and other centres 
of industrial and commercial activity even in India e. g. Bombay 
island, is not incompatible 'with economic prosperity. In Europe, 
again, the average density of population per square mile does not 
exceed 250 in agricultural tracts whereas in India, in several districts, 
it is much ..higher, being three to four times that figure in large 
parts of Bengal. Industries aud trade little affect the density of 
pouplation in India, taken as a whole, the determining factor being 
agriculture which supports more than two-thirds of the people. 1 

It will not be unfair to conclude from census statistics that the 
pressure of the population on land is severe in most parts of the 
country. It is true that relief can be obtained through migration 
and the cultivation of tracts which have not yet been brought under 
the plough. Extension of irrigation and the improvement of cultiva- 
tion will also mitigate the pressure. It may also be argued that the 
standard of living of the population affected is so low that a little 
deterioration is not appreciably felt. Though according to the census 
report, 'about one-third of the population occupies rather more than 
two-thirds of the area at a density below the mean of the country 
and one-sixth of the area is occupied by nearly half the population 
at a density of over 350/ internal migration does not appear to be 
practicable to an appreciable extent and likely to produce a substantial 
effect on the standard of living. Canal areas, as in the Punjab, where 
extensive stretches of land, which were waste at one time, are now 

1 “ In largo areas, such as the natural divisions which hore form the basis 
of the discussion, manufactures and trade affeot the density to a comparatively 
Email extent; and even the number of individual districts whose density is great- 
ly affected by the existence of the trading and industrial centres is still compara- 
tively small. Moreover, while in Europe, as we have seen, agriculture is unable 
° more than 250 persons to the square mile, in India there are soma 

uv.T:ih * taots where it already supports three and even four times that 

an others where it can not support a tenth of it.” — Census Report, 1911, 
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smiling with prosperous colonies of cultivators, and sparsely populated 
parts of Central India and Sind, may draw off a certain number from 
congested districts but room for sucli redistribution is, at present, 
very limited. This will, again, be only a palliative in the case of a 
population dependent on the cultivation of land, whose standard of 
living is admittedly low and which is still steadily increasing. In 
many of the Indian States, the population is not very dense and 
migration to their territories and the cultivation of tracts newly 
supplied with irrigational facilities indeed provide considerable scope 
for improvement, and though further agricultural development seems 
to he difficult, in existing circumstances, and certain areas are still 
thinly populated mainly because they are poor, rocky and inhospit- 
able, 1 our hope lies chiefly in the intensive cultivation of land 2 now 
under crops and extensive cultivation in the manner indicated above. 
Only a national policy boldly planned and enthusiastically carried 
out on such lines, is calculated to produce tangible results which will 
destroy the bogey of overpopulation. 3 

As the density of population must be considered in relation not 
to the total but to the cropped and cultivable area, looked at from 
this point of view, the density of the long coast strip of territory 
above and below Bombay, covering Thana, Kolaba, Ratnagiri and 
Kanara, is above 1,000 and is between 300 and 500 towards the 
east. If 500 or 600 persons are packed in an area of a square mile 
in some provinces it is because they are resourceless and their 
standard of living has become hopelessly low, and not because land 
can really support such a number. Thus with regard to the west 
coast districts of the Bombay Presidency, the census report of 1 911 
remarked that in proportion to its cultivable area, the Konkan 
supported a larger population than any other division. The soil is not 
especially fertile there. “ There is a thriving fishery industry, and 
natives of Ratnagiri and Kolaba are employed as police, sepoys, 
choukidars and labourers in Bombay and lascars on ocean steamers 
and they remit a large portion of their earnings for the support, of 
their families at home. " It is in this way that the population of 
the Konkan with 227 persons per square mile is supported, and it 

1 See P. K. Waits!: The Population Problem in India. 

2 Bead an interesting articlo on this subject by Rujani Kant Das in the 

Modern Review for Ootober, 1929. 

3 See above pages 255, 260-264, , 
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does not argue any remunerative character of agriculture there. 1 
Several other tracts may be found to disclose a similar phenomenon, 
and one would be hardly warranted in indulging in optimism with 
respect to the productive possibilities of a majority of the provinces 
unless persistent and vigorous efforts are made by the state and the 
people to increase the efficiency of production all round. 

99. High Prices and Food Supply Mr. K. L. Datta’s 
investigation into the causes of high prices, revealed the fact that 
during the period under his inquiry, the population of the country was 
growing faster than the food supply. He maintained : — "Considering 
the growth of the population and the increase in the external demand, 
the supply has been short during the greater part of the period 
embraced in the enquiry. The demand for both internal consump- 
tion and exports having increased at a quicker rate than the produc- 
tion of food grains, it is only natural that the general level of prices 
of food grains, over a series of years, would rise, although in a 
particularly favourable year it might have fallen to some extent. 
The food supply in India compared with the demand, both internal 
and external, reached its lowest level in the quinquennium 1 905-09, 
and this shortage of supply has doubtless contributed, in no small 
measure, to the unusual rise in prices during that quinquennium, " E 
A comparison of the growth of population and of the production o f 
food grains, is presented in the following table, in which index 
numbers representing the increase, are given : — 
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100 

101-6 

103-7 

105-6 

107-8 

108-4 

Total area under cultivation... 

100 

98 

103 

105 

108 

106 

Area under food grains 

100 

96 

101 

102 

10G 

102 

Production of food grains 

100 

98 

105 ! 

99 

113 

109 


1 On this, tho latest Census Report has the following : — •• Mr. Sedgwick is, 
however, doubtful whether any solid inferences oan be made from these figures 
ns to the pressure of population on wealth-produoing capabilities of land owing 
to the impossibility of arriving at a satisfactory definition of cultivable area, to 
t n intrusion of so many disturbing factors, such as tbe profits from tho cattle 
or Brazing areas, and to the difficulty of isolating those tracts which 

j 7 dependent on agriculture for the production of wealth. *’ 

- Report on High Prices.. 
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In their Resolution reviewing Mr. Datta’9 report, the 
Government of India, who did not accept his conclusions, contended 
that the statistics on which reliance had been placed and had to be 
placed, suffered from the fault of inaccuracy and that inferences 
drawn from such data must be taken with an amount of reservation. 
They, therefore, presented their own figures which, in their opinion, 
were more reliable, and concluded that there was "an almost 
precise parallelism 1 between growth of population and extent of 
cultivation," and that “the only interpretation which the figures can 
bear is that the correspondence between the two has been substantial- 
ly maintained." Government also pointed out in support of their 
view that instead of deteriorating, the food supply had been improving, 
the further consideration that extension of irrigation must have 
resulted in an increase of the average out-turn and that the develop- 
ment of communication must have had the effect of enhancing the 
“efficiency" of the aggregate of food production. 

Even if, for the sake of argument, the conclusion thus presented 
is admitted as correct, the situation could not still be described as 
satisfactory, because it amounted only to this that the increase in 
food supply had just been able to overtake and keep pace with the 
growth of population. A review of the present position based on 
the same considerations, leads to conclusions which are not different. 
Not only that. The equalizing process in distribution stimulated 
by the improved means of transport, would increase the food share 
of a small class of the population with larger purchasing power and 
leave a diminished quantity to be divided among the unfortunate 
majority. But it is argued that “the real problem as regards a 
country so situated is obviously to determine whether the purchasing 
power of the people generally has increased” and that the high 
prices of Indian exports in foreign markets have enabled the Indian 
cultivators to purchase larger quantities of the necessaries of life 
from abroad, which is tantamount to a larger production of wealth 


1 Lord Curzon also had pointed to a similar parallelism in 1901 in referring 
to the growth of food supply during the preceding twenty years, so that taking 
the most favourable view of tho situation we could only console ourselves with the 
conclusion that we wore not going backward but were marking time for about 
thirty-five years! 
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in this country. And Mr. Datta observes that “India has now to 
part with much less of her produce to meet her foreign obligations 
for the simple reason that her produce has risen in value in European 
markets.’’ 1 ^ 

With an inadequate supply and with prices ruling high in the 
Indian markets, articles of people’s food have never been imported, 
except in times of famine, in appreciable quantities from abroad. It 
is, of course, arguable that there were no food imports because the 
internal supply did not require to be supplemented in that way. 
The true explanation, however, seems to be that the Indian population 
must have been underfed and that it did not possess purchasing 
power sufficient to enable it to supplement its stock of food grains 
with foreign imports. The fact that whenever there is a scarcity in 
one part of the country, the exports of food grains have to be stop- 
ped and wheat has even to be imported, is significant in this connec- 
tion. Higher prices of food grains can not adequately compensate 
the Indian producer for the growing pressure of the population on 
the soil. Though the general level of prices has gone up in India, 
the share of the cultivator, in whatever benefit may accrue is, for 
obvious reasons, very slight. If more mouths have to be fed with 
the same or nearly the same quantity of food, the prices must rise 
and this rise can not be an object of congratulation or of consolation 
in view of the fact already noted that the closing of the other industrial 
avenues is driving many people on to the land. Further, in consider- 
ing how far increase in purchasing power resulting from high pjrices of 
raw materials and food stuffs affects growth of population and expan- 
sion of demand for necessaries, account must be taken of the disparity 
between the rise of prices of imported commodities and the rise 
in the prices realized by cultivators for their agricultural produce. 
To maintain a growing population, it will be agreed, the soil must 
be made to yield more and the production of food grains per acre 
must increase owing to intensive cultivation. Agricultural im- 
provements effected during the last few years have not augmented 
the yield to an extent of which account may be taken in this 


1 The prevailing high prices were possibly caused by (1) shortage of food 
supply, ( 2 ) increase in rupee circulation as a result of Government's currency 
policy or (3) a combination of the two factors. Government and Mr. Datta 
red in rejecting ( 2 ) and (3) hut disagreed as to the acceptance of (1), 
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respect. 1 2 However sound may be the proposition as a generaliza- 
tion, to state that what is important is increased purchasing power 
aud not the quantity of food, it has little application to the question 
of the food supply of the mass of the people. High prices of food 
grains and raw materials may enable the rayats to part with less 
produce or to purchase more articles, imported or locally manufac- 
tured. But has the Indian population, as a matter of fact, done 
this and used the increased purchasing power to buy imported 
food ? s That is the relevant and the important question. 

Apart from the commodities obtained in exchange for the raw 
materials exported from India, the productive power of the people 
can not enable them to supply themselves with necessaiies of life in 
a sufficient quantity. Industrial specialization, under normal condi- 
tions, lias its advantages ; and there is nothing inherently undesir- 
able in a country exchanging its special products for those which are 
produced by other countries under peculiarly favourable circumstan- 
ces. But India's dependence on the sole industry of agriculture, 
„wliich is in a very backward condition, amounts to a national danger 
and has contributed to the decay and poverty of the people. Food 
is the first consideration in estimating the economic condition of a 
nation. And here in India, food supply is scanty and dear. Other 
things may have become cheaper and easily accessible to the masses; 
but this supply of comforts and ‘luxuries’ can not compensate for 
the deficiency or dearness of food. And it is worthy cA.note that 
before the war, 2 1 per cent, of the exports from the coW0 T consist- 
ed of food grains, and the average is now about 15 s p^Yeent. This 
is regarded in certain quarters as ‘surplus’ production, 'but it is, in a 
way, the life blood of the people poured out to maintain mere 
existence. ‘Exportable surplus' and ‘adequate supplies’ of food 
grains are relative terms, and if cultivators sell agricultural produce, 


1 “ We may at a conservative estimate, claim that the moreaso to the 
value of tlio agricultural products of India as a result of the labours of its Agricul- 
tural Departments, is already about 3i orores annually or over £2,300,953 This is 
the result of only ten years’ work, and it must bo remembered that every year 
will show a progressive increase."— Mr, Maokenna: Agriculture in India. 

2 The annual value of the agricultural produce of British India is roughly 
estimated at 1,500 orores of rupees. Rs. 3£ orores, the additional value referred 
to in the above, foot-note means an addition of 7/30 per cent, to the annual 
total agricultural production ! Though the inoreaso is wolcome, it should not be 
forgotten that the annual growth of the population amounts to 1 por cent. 
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a part of which is exported abroad, it is not because people have a 
superabundance of food but because they can not help it. A low 
standard of living perhaps creates the so-called surplus and that 
constitutes the irony of the situation. The operation of the law of 
demand and supply may explain it but it is cold comfort to people 
who must have more food. Two facts should be noted here : the 
extent of increased ‘efficiency’ of production of food as a result of 
improved means of transport and the favourable position of parts 
of the country which may have an exportable surplus, e. g. of rice in 
Burma and wheat in the Punjab. The nature of geographical 
distribution of food has here much to do with its total production. 


100. Population and Food:— The question of the national 
dividend and of the estimate of the shares of the different classes in 
the community will be discussed in later chapters dealing with dis- 
tribution and here we shall restrict ourselves to the relation between 
population and food-production in general. Widely varying estimates 
of national income have been made in the past ; and so complex and 
difficult is the calculation that one could not claim any result, as * 
even substantially correct. The problem came into sudden pro- 
minence owing to an inquiry which the Government of India 
undertook into the taxable capacity of the people in 1924 and the 
steps they took next year, on the pressure of the legislature, to have 
the practicability of making a detailed estimate of the national 
income, t:; ^oughly investigated. Some economists have recently 
published rYi^esults of their study of the productive capacity and 
the income oAjfre country or of its parts, and we shall have occasion 
to refer to them 'later. Some of the older estimates may be taken 
up first, Mr. Mackenna estimated the annual value of the agricul- 
tural produce of British India at over 1,500 crores of rupees, that is, 
about Rs. 45 per head of the population. And on this calculation, 
the total per capita income would be about Rs. 70. Dadabhai 
Naoroji calculated the income at Rs. 20 and Digby at Rs. 19 per 
head of the population years ago. Lord Curzon’s estimate of the 
average income of Rs. 30 in 1901, is well-known, and Mr. Crammond 
put it at about 37 Rupees only a few years ago. As the purchasing 
power of money has violently fluctuated and has substantially 
declined during recent years, as a direct effect of the war, and prices 
have since declined, estimates of income expressed in terms of 
money, must be taken with due caution, as indicating economic 
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conditions. The old estimates of income referred to above, can' nbf 
obviously be used for purposes of comparison without' the necessary 
allowance being made, as in the face of the changed purchasing 
power of money, any higher money figures do not necessarily con- 
note improvement. We are, moreover, concerned, in this chapter, 
not with the total income of the people but with the supply of food 
which is available to them. 

The Famine Commission of 1 8150 gave the folio-wing relevant 
statistics : — 

Population 180,350,000 

Food Crops Area 166,250,000 (Acres) 

Outturn of food ... ... 51,530,000 (Tons ) 

Consumption ... ... 37,165,000 ( „ ) 

Surplus ... ... 5,165,000 ( „ ) 

The Commission concluded : — “ The agricultural and trade 
statistics of the past twenty years justify the conclusion that the 
increased production of all sorts has, up to the present time, more 
than kept pace with the requirements of an increasing population, 
and the known large area of land which may still be brought under 
profitable cultivation and the possibilities of securing increased- 
production by means of improved agriculture and extended irriga- 
tion afford reasonable grounds of confidence for the future. ” 

The Famine Commission of 1 898 gave corresponding figures 
as under : — 

Population ... ... 215,927,1 81 

Food Crops Area ... ... 180,421,323 (Acres) 

Outturn ... ... 69,062,9 72 (Tons) 

Consumption 58,535,845 ( „ ') 

Surplus 9,561,127 ( „ ) 

This estimate of outturn was, however, excessive and another 
quoted by the Commission itself, put the production at only 59 
million, tons, and therefore; the surplus at 1,700,000 tons onljn. 
And the Commission proceeded to remark : “ Whatever may have 
been the normal annual surplus of' food grains in 1880, the’ 
present -surplus- can- not be -greater than that figure. But that -a 
37 
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substantial surplus still exists in ordinary years there can, in our 
opinion, be no doubt. ” 

Lord Curzon, when Viceroy, had occasion, in 1900 and 1-901, 
to form an estimate of the average per capita income of the popula- 
tion. He said that in 1880, there were, in British India, 194 
million acres under cultivation and in 1900, 217 millions, an increase 
parallel to the growth of population. In 1 880 the yield per acre of 
food crops was, for calculation, taken at 730 lbs., and for 1 898, 840 
lbs., improved cultivation and extended irrigation accounting for 
this higher rate. Lord Curzon proceeded to say that on these 
calculations the average agricultural income in 1 880 was Rs. 1 8 per 
head, and twenty years later, for the same area, the average was 
Rs. 20. Supposing that the non-agricultural income had increased 
at the same rate, the Viceroy concluded that the total per capita 
income was Rs. 30 in 1901, as against Rs. 27 in 1880. The in- 
crease, therefore, was Rs. 3 in twenty years ! 

101 Recent Statistics: — We shall now examine how the 
situation in India lias developed during the past fifty years with 
respect to the quantity of food produced in the country and available 
to the people for consumption. It will be best to compile statistics 
relating to all food crops for different normal years. The production 
varies from year to year; and it is, therefore, necessary to take average 
figures. Wc find that the average yield assumed by the two Famine- 
Commissions and by Lord Curzon is unduly high. It is only recentlv 
that careful crop cutting experiments and estimates of yield 
have been regularly made and even they are admittedly 
far from accurate and reliable. In such matters, however, 
approximation alone is possible, and the results are certainly valuable 
8o far as they go. The character of the rainfall and other factors 
operate from district to district to introduce errors into the calcula- 
tion, and these must not be ignored. The total area under food crops 
in British India, for instance, was 220 million acres in 1 91 6-1 7, 189 
millions in 1918-19, 197 millions in 1920-21, 215 millions in 
1 921— 22 and about 227 millions in 1924—25, The statistics given 
by the Agricultural Commission also bring out these differences. 

? a-v erage yield assumed will not, again, materialize in several cases 
*'’! ng °<£ e caU8e or mother, but the errors will not, on the whole, 

u s 1 affect the conclusions as the field covered is simply enormous. - 



RECENT STATISTICS 


291 


The following statement we have compiled will, we trust, be found 
instructive : — 

Production of food grains and other food crops in 
British India. 


Year. 

Food Aroa 
Millions of 
Aoros 

Outturn 
Millions of 
TonB. 

Outturn 
per aaro 
lbs. 

Outturn per 
head of popu* 
lation in lbs, 

1 

"inr 

*S a 
2 a o 
3 

Pr ZZ 

a Ja 
a. m 

1878 

166-2 

515 

688 

634 

181 

1898 

1 

180-4 

( 56-0 * 

t 68 0 * 

C 697* 

' 1 835 

514* 

708 

215 

1902-1903 

! 192-5 

60 

> 700 

580 

£32 

1906-1909 

Average for quin- 
quennium 

, 205*4 

1 

65 

725 

616 

240 

1912-13 to 1919-17 
Average for quin- 
quennium 

213 

71*3 

750 

642 

242 

1917-18 to 1921-22 
Average for quin- 
quennium 

206 

73-5 

800 

667 

347 

1922-23 to 1926-27 

210 

76 

810 

665 

256 


* Boo pages 269-290 where the estimates of the Famine Commission of 1898 
are referred to. 


Sufficient allowance has been made for the consideration that 
owing to the increase in the irrigated area and the introduction of 
improvements, the average yield per acre must be pitched at a propor- 
tionately higher figure.' The official estimate of the average yield 
per acre of the principal crops in India is obviously defective, though 
it is undergoing steady improvement. The estimate is described as 
‘the average outturn of average soil in a year of average character, 
as deduced from the information obtained from experiments made up 
to the period under review.’ It should be borne in mind, further, 
that extension of area shown as under crops may possibly represent 
a quantity of very inferior soil which must have comparatively low 
productivity and that a year of insufficient or unseasonable rainfall 
means a proportionately larger deficiency of yield than of the area 
shown. The following statement of the relation of the acerage and 


' 1 Refer to an article by Mr. D. S. Dubey on ‘‘A study of the Indian Food 

problem" In The Agricultural Journal of India Vol XVI. Parts III, IV. 

2 Refer to Appendix A of Agricultural Statistics of India, 1921-22 page 65 
for an account of the system of making estimates of the yield of crop?. 




29 2 


PRODUCTION AND POPULATION 


the yield of food crops in the Bombay Presidency for the three years, 

1918-19 to 1920-21 will serve as a good illustration of the last 
point : — 


Area under food crops ( cereals and pulses only) and yield. 


Year 


Area in acres 


1918- 19 18,050,485 

1919- 20 23,250,118 

1920- 21 20,852,687 


Annual average = 207 million = 

Average outturn per acre = 

,, i, head — - 


Outturn in tons 
2,679,735 
5,874,842 
3,735,954 
4'03 million tone. 
435 lbs. 

448 lbs. 


The three years 1923-24 to 1925-26 are slightly better, with 
an average area of 22 million acres and with an average outturn of '4’6 
million tons per year. But as between the last two years of this 
latter period, we find that in 1925-26, "while the area under food 
grains in the Presidency fell only by 3-4 per cent., the outturn fell 
by as much as 1 7-1 per cent, below the previous year thu9 depicting 
the unfavourable character of the season under review over a 
large part of the Presidency.” 1 A further illustration of this 
tendency is furnished by the fact that the yield per acre of the 
variety of cotton known as Oomras was only 50 lbs. in 1 920-21 as 
against 104 lbs. in 1 921-22, and the average for all varieties waa 
67 and 97 lbs. respectively. That our estimate of the yield in the 
comparative table given above, is sufficiently liberal, may be seen 
from the following facts. We take for the years 1927-28 the 
final and the estimated figures respectivel}* for acreage and yield 
for rice and wheat which together cover more than one-half of the 
total for food crops. And the average yield per acre is 760 lbs.® 
The yield of the other crops is not so high aud therefore our figure 
of 810 lbs. os the general average, is an over-estimate. But we 
make allowance for this in arriving at the final estimate below. 


102 Supply Inadequate Variations from the standard 
average yield will be frequent in Provinces like Bombay where 
ainfall is inadequate or untimely and about only one-fourth of the 
total acreage under crops in British Indin is blessed with irrigation 


t Ss&aoTi and Crop Reprrt, Bombay Presidency, 1925-2G. 
S JWian Trade Journal, nth October, JSI9. 
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and therefore an assured water supply. In several tracts, a bumper 
crop is an event of rare occurrence. The total outturn of food crops 
that has been so far calculated, is not, however, all available for 
public consumption. Various factors have to be allowed for in framing 
the final estimates. For instance, a small quantity out of the 
total is reserved and used as seed for the purpose of sowing. 
Then, there are the imports and exports between India and 
foreign countries and between British India and the Indian 
States. A. considerable quantity is also used as food for 
cows, bullocks, buffaloes and horses and likewise animals like 
monkeys, pigs and deer and also birds take their share. Lastly, 
there is any amount of wastage due to the ravages of rats, vermin 
and grain diseases. The total average net export of food 
grains, mostly rice and wheat, which amounted to million 
tons annually in pre-war years, has now declined to 2f million tons. 
About the same quantity is required for seed; and at a moderate 
estimate, the wastage and cattle consumption may each be taken at 
10 per cent, of the total outturn. A further allowance must be made 
for the partial or complete failure of crops which occurs at least 
once in three to five years, and the loss attributable to this cause 
may be fairly put down at 10 million tons on the assumption that 
there are very good crops during four successive years and a total 
failure follows in the fifth. Making these deductions from the quan- 
tity of the outturn given in the statement above, we have a balance 
ofabout 45 million tons left for human consumption which is 400 lbs. 
per head of the population. On the assumption that the average of 
food requirements for each person, — man, woman and child, — is 1 ' f 
lb. per day, which is certainly not an extravagant estimate, the 
quantity needed for the whole yern and for the whole population of 
British India, will be about 50 million tons. But the quantity 
actually available is only 45 million tons and hence the deficit of 
about 5 million tons. It is needless to point out here that this 
shortage bears with exceptionally heavy pressure upon the poorer 
classes — those with small, uncertain incomes and with no land or 
with insufficient land — and means underfeeding. 

It is possible that some of the estimates given above may be 
challenged as erring either on the side of excess or deficiency. But 
the outstanding fact can not be gainsaid that the relation between 
the food supply and the growing Indian population and its expand- 
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ing wants is not at all satisfactory. Mr. K. L. Datta's figures 
and views have been already noticed, and he is emphatic in his 
declaration that “population has increased by a larger percentage in 
the period under inquiry than either the total area under cultivation, 
or the area under food grains, or in other words, the requirements 
of food grains for internal consumption have increased in a larger 
proportion than the total production of food grains.” The increase of 
numbers between 1881 and 1911, for instance, amounted to about 
5 crores and it is necessary to realize what this means. As Mr* 
Archer 1 has pointed out, “this is just about the population of over- 
populated Japan, and it means that assuming the India of 1881 to 
have been just able to support herself, with very little over, a deve- 
lopment of her resources, equivalent to the whole resources of Japan 
ought to have taken place in thirty years, if she was not to find 
herself sensibly poorer, per head of the population." India’s pro- 
gress, evidenced by her commercial and industrial statistics, can not 
certainly be taken to have amounted to these dimensions I A rough 
datailed estimate of the acreage, outturn and value of food crops 
for the year 1921-22 may be presented as follows : — 

Production of Food Crops in British India. 


Crop. Million Acres. 

Millions of 
Tons. 

Crores of 
Rupees. 

Bice 

80 

32 

360 

Wheat 

22 

8 

148 

Barley 

m 

3 

33 

Jawar 

24 

8 

102 

Bajra 

15 

3 

47 

Ragl 

4 

1 H 

24 

Maize 

6 

2U 

38 

Gram 

Other food grains 

-15 

4 

63 

and pulses 

30 

10 

112 

Total food grains 

203 M 

72H 

932 

Sugar 

m 

3 

80 

Other food crops 

8 

2H 

40 

Total food crops 

214 

78 

1,052 


1 lndI*andtU»Ftttur». 
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That these figures of area and yield are fairly normal, is demon- 
strated by statistics for later years. Rice and 'Wheat are India’e 
leading food crops and arc responsible, between them, for half the 
total acreage and half the total value of food crops, jawar, bajra and 
gram following them closely. In 1927-28, about 78 million acres 
were under rice and the yield was about 28 million tons. Corres- 
ponding figures for wheat were 32 million acres and 7» millions tons. 
The estimated figures for 1928-29 for rice were 82 million acies 
and 31^ million tons, and for wheat, 32 million acres and 8£ million 
tons. 1 This gives an average of 7 60 lbs. as the yield per acre, 
and we have assumed it to be 810 lbs. in the table on page 291 above 
As regards prices, they aie much lower to-day than they were in 
1 921-22, and a deduction of about 10 per cent, from the total 
value given above, viz. Rs. 1,052 crores, will not be unreasonable. 
The final figures for the standard yield and value of food crops may 
therefore, be taken at 80 million tons and 950 crores of rupees. 

If the diminished purchasing power of the rupee is taken into 
account and allowance is made for the very liberal estimate of the 
yield of crops made by Lord Curzon, it follows that whatever 
betterment has been caused by the extension of irrigation and agri- 
cultural improvements, is nearly counterbalanced by the increase in 
the population. In any case, there is no warrant for the supposition 
that a substantial advance has taken place in the economic condi- 
tibn of the bulk of the people. The only conclusion which it will 
be safe to draw is that the population has been growing up to the 
level of subsistence and somehow managing to exist on the same 
standard of living for a quarter of a century. We do not here con- 
sider the changes which are taking place in the distribution of the 
national income and the improvement that may have taken place in 
the purchasing power of certain sections of the population. Nor 
have we specifically considered the supply of milk and animal food, 
particularly fish, which supplements the ordinary means of subsis- 
tence of some castes and communities. The chief object of the 
inquiry has been to find out how the country stands with reference 
to food supply in general, 

103 Famines Famines such as have harassed India so 
frequently, ate now unknown m other civilized countries though at 


i Indian trad* Journal, 11th October, 1 e$9. 
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one time they were equally common there. It is countries which 
are predominantly agricultural and backward in manufacturing 
activities that are subject to its occurrence from time to timed A 
famine is a serious disturbance of the normal equilibrium between 
the supply of and demand for food. A complete failure of crops all 
over India is rare, though in the famines of the closing years of the 
last century the area covered was very wide. Defective means of 
communication obstructed the transport of food supplies from parts 
of the country where there was abundance to those which suffered' 
from a shortage. Railways and good roads have now relieved this 
difficulty to a great extent. In advanced countries which have 
diverse industries, the deficiency can be made up by larger imports, 
■ as having the wherewithal to purchase food grains, they have the 
whole world to draw upon. Ireland, among them, perhaps furnishes a 
parallel to India. When the potato crop fails there, as it has done 
frequently, and employment is not available, severe famine conditions 
establish themselves. India has no diversity of industry ; nor is 
she rich enough to buy large quantities of food from foreign coun- 
tries, though in times of famine, exports of food grains stop and 
imports are stimulated. In western countries industrial depression 
and unemployment, which occasionally overtake the working 
classes, operate upon the latter like famines; but their consequen- 
ces arc not so serious as they are in India because their reserves 
and powers of resistance are much greater. 

It lias been said that Indian famines are not so much famines 
of food as famiues of the means with which to purchase food. This 
is, to a large extent, true; since if the people of India had enough 
purchasing power, they would draw upon the resources of the out- 
side world as England does. But for the impecunious and thriftless 
peasantry like that of an agricultural country like India, to import 
food grains from abroad with no reserves to fall back 
upon and no resources to give in exchange, is preposterous. 
And now, though the railways facilitate the transport of food 
grains from one part of the country where they are plentiful, 


1 "To-day they are found only In the agricultural and mining industries- 
They are not as a rule very hurtful, except in countries industrially backward, 
A failure of the whoat orop may cause terrible famines in poor countries like 
, SiiSsfa; and the insuEoionoy of certain raw materials may throw faotor- 

1 ** : Political Economy. 
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to that in which the crops have failed* and to that extent the horrors 
of the calamity are minimised, a famine must always be a serious' 
crisis of under-production, unemployment and abnormal prices. 
Fortunately the whole country is seldom overtaken by famine at the 
same time; and transport facilities, so vastly improved of late, give 
a large measure of relief. Like commercial crisis, scarcities 
and famines have a cyclic order in India. Not to go to the earlier 
famines, we may refer to the failure of the monsoon in the United 
Provinces in 1 907. Besides the other evils it entailed upon the people, 
the famine was responsible for a deficiency in food production 
equivalent to an amount of grain sufficient to feed the 48 million 
inhabitants of the province for five months. The total loss on food 
Crops at both harvests, in terms of money, was put at Rs. 42 crores 
while the total loss on other crops was about Rs. 1 5 crores. - This 
will show the magnitude of the evil which frequently overtakes one 
part or another of this country and agricultural production has to be 
discounted to that extent. Hardly a year passes without its drought, 
scarcity or famine in one part of the country or another. And 
economic life in India, particularly of the agricultural classes, is a 
veritable gamble in rain. The uncertainty of the position breeds 
pessimism and fatalism and demoralizes the whole population. 

109. Cause and Cure : — Famines and scarcity are, no doubt, • 
caused by a failure of the rains and sometimes by floods ; and Govern- 
ment has developed an elaborate system of preventive, protective 
and relief measures. It lias minimised the danger of the loss of 
human life, and to a much less extent, also of cattle life. But as the 
Famine Commission of 1 880 pointed out, no protective measures 
can be adequate which do not include some attempt to diversify 
forms of employment. The problem of production and population 
can not, therefore, be solved by these indirect methods, however 
useful they may be in themselvse. A bold frontal attack must be 
levelled at the evil and the productive capacity of the people must 
be raised. More capital, more varied and active industry, 
more work and greater efficiency and productivity with the 
resulting staying power are the essential conditions of success in 
the fight against famine. 1 Growing numbers, instead of adding to 
the aggregate output, diminish the individual share ; and agriculture 


1. Seo " Production in India ” by Rajani Kanta Das, 
?S 
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is no longer able to support the population living on the soil. 
Work in towns alone now stands between the cultivator and 
starvation and that too on an exceedingly small scale- Specialization; 
concentration and mass production in anticipation of demand, create 
occasional unemployment in the west ; and the doles paid by the 
State to lakhs of the unemployed in Great Britain under post-war 
conditions show the nature of the evil. Unemployment is wide- 
spread and chronic in this country. 

The growing demand for the raw materials of India and the 
higher prices which some of them may often command, can not be 
regarded, from the point of view of food supply, as anything but an 
inadequate palliative. Of course, larger exports of cotton, jute, oil 
seeds and hides at higher prices do mean greater purchasing power 
and therefore larger production of wealth in the country. That is, 
however, a precarious source of wealth-creation and brings no direct 
freedom from liability to suffer from famine. If those raw materials 
are produced in larger quantities, if there is a steady improvement 
in their quality and if an increasing portion of them is manufactured 
in India with Indian labour and Indian capital and under Indian 
management, there will be more employment for workers of different 
grades and the addition to the national income will be enormous. 
And then only will it be possible to support the existing or a 
growing population with anything like decent means of subsistence.' 

Famines, brought on by the cruel freaks of nature, can not be 
avoided. But they are not absolutely irresistible. Relief afforded 
by improved means of transport is not enough. The extension of 
irrigation and the spread of the co-operative credit movement are 
hopeful directions of development, and it is in such ways that the 
productive capacity of land and the people may be increased 
and the economic backbone ' of the nation may be strengthen- 
ed. Land mortgage banks and the State institution of Tagai will 


1 ** It may be more cheap to export raw goods and import manufactured 
goods. But i£ India is to win a stronger position as buyer and seller in the 
markets of the world, she must deepen the channels and regulate the action of 
her stream of produoe......If the concentration of the agents of production on a 

great variety of undertakings is to prove advantageous, it must be on industries 
unaffected by drought. If the natural forces of international competition hare 
not accomplished that aim then deliberate and determined action alone can 
achieve it. "-Imveday Indian Famines. 
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have systematically to advance capital to agriculturists for long 
terms to enable them to make improvements in land, such as 
embankments and wells; and the experiment recently started in the 
Bijapur district in this connection, deserves to be followed up with per- 
severance. 1 The effects of droughts and famines are cumulative and 
the destruction of cattle and the loss of agricultural produce caused 
by them take long to be made good. The heavy indebtedness 
of the cultivating classes in many parts of India is largely 
due to this cause. Mr. Caird, a member of the Famine 
Commission of 1880, was an independent observer and he 
remarked fifty years ago that the produce of the country, on an 
average of years, was baiely sufficient to maintain the present 
population and make a saving for occasional famines. He held the 
view that 'there are more people every year to feed from land 
which, in many parts of India, is undergoing gradual deterioration.' 2 
Add to this the facts that about one-seventh of our exports consist of 
food grains and that village stores of grain which were common in the 
past have almost disappeared. Cultivators are forced to sell their 
produce to meet a variety of pressing obligations and have usually 
to supplement the agricultural income by earnings as labourers and 
cartmen. Improved means of transport put more money into the 
pockets of a certain small class of rayats and landlords; but the 
average cultivator derives little benefit from high prices and there 
are no stores to draw upon in time of scarcity and famine. The 
food of the people has thus become less and its supply precarious. 

The Famine Commission of 1 880 laid its finger correctly on the 
root cause of famines, viz. 'the unfortunate circumstance that 
agriculture forms almost the sole occupation of the mass of the 
population’, and stated that no remedy for present evils can be 
complete which does not include the introduction of a diversity of 
occupation, through which the surplus population may be drawn 
from agricultural pursuits and led to find the means of subsistence in 
manufactures or some such employments. The Commission made 
a number of very valuable recommendations in this direction, calling 
upon Government to initiate a policy of direct encouragement to 


1 Evidence o' the Collector of Bijapur hoforo the Bombay Banking Enquiry 
Committee. 

2 Memorandum on "Condition of India," 
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economic development. But practically no action was taken on- 
them and after about forty years the same policy had to be urged 
upon the State by the Industrial Commission. What the mass of 
the people want is an unfailing and adequate supply of food and 
clothing ; and their needs are simple and few. When, however, 
the majority are thrown out of work by a failure of rains, it 
means hardship and distress in the absence of grain reserves 
and staying power. It is easy to realize how grain stores are 
impracticable in view of the new system of rapid transport 
and brisk foreign trade during the harvest season and of the 
deficiency in the normal supply of food noticed in previous sections 
of this book. Grain and fodder stores must, if possible, be organiz- 
ed and encouraged. Promotion of capacity and facility to save in 
good years so as to enable the rayat to fall back upon the results of 
h<s thrift and the provision of supplementary occupations are the 
only effective remedies against scarcity and famine. 

105. Unemployment — The -above discussion drives us 
irresistibly to the conclusion that without a diversity of industries 
and an enormous increase in its productive power, India 
can hardly maintain, even its present population, much less 
the steadily growing numbers. An increasing population 
must thrust the country deeper into the mire of poverty 
and misery. A steady growth of population in a country may be 
an indication of progress and prosperity. It may also be as much 
a cause as an effect of national poverty and decadence. The present 
standard of living of the mass of the people of India is very low, 
and the situation can not but strike all those who are anxious to see 
a substantial rise in it, as intolerable. Whatever progress is being 
made, will be just sufficient to overtake the normal growth of 
population. And what is wanted is a rapid improvement in the 
economic condition of the people which can be secured 
only by increased all-round efficiency. 1 The chief elementary 


1 “ A real increase of wealth and prosperity comes So nations as it doss to 
Individuals not from any reckless piling tip cf coined rupees — nor again from 
®-oy rise of prices — which, as shown before, is in India almost invariably associat- 
ed with crop-failures and famine conditions, but only from increase in industrial 
a-tivity, energy and efficiency on the one side, and on the other, from increased 
employment °f capital. With ns, there is a deplorable deterioration 
otb reacts. "-Hr. Joshi’s Writings and Speeches. 
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needs of the people are food, clothing and housing. As 
regards the first, it need not be repeated that though inequality 
in distribution is being corrected by improvement of the 
means of transport, the country, taken as a whole, does not 
produce a sufficient quantity of cereals and pulses. High prices of 
food grains benefit only a small section of landlords. Small cultiva- 
tors, labourers and artisans are woise off on that account. Dearness 
of cloth retards progress towards a higher standard of living. If 
rayats’ families pioduce yarn in their homes and also take to the 
weaving of cloth under the influence of the Charkha movement, a 
small addition will certainly be made to their purchasing power; but 
the geneial prosperity of cottage industries and the expansion of 
manufactures alone will bring satisfactory relief. Improved 
housing, likewise, depends upon an increase of the income of the 
agricultural population. High prices of raw cotton, sugar '&c., 
increased the purchasing power of a few cultivators’ families, for a 
time, and that is an item on the credit side of the economic account 
which must not be counterbalanced by equal debits. Unfortunately, 
however, the depression of the past few years, has almost wiped out 
this advantage. 

The causes and nature of crises form an interesting subject of 
discussion in Economics, particularly owing to their frequency in 
modern highly complex and delicate conditions in respect of credit, 
mass production, competition and speculation. A famine- in India 
is a crisis as it upsets the normal balance of prices, employment, 
trade, and government revenue. But with us unemployment, 
indebtedness and poverty are chronic evils which are not short- 
lived like crises of the west. Middle-class unemployment has now 
become a serious menace, and it is mainly due to the lack of 
equilibrium between the supply of educated people and the demand 
for them. Administrative, professional and literary employment is 
restricted and there are no suitable avenues open to the youth of 
the middle class. Creation of work for these people means 
(1) expansion of industry, trade and banking, (2) their training for 
such occupations and (3) provision for their employment in them. 
This subject has been referred to in the last three chapters in 
appropriate places, and it need only be stated here that improvement 
in our educational system, the promotion of our industrial, com- 
mercial and banking organization and a rigorous national economic 
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policy directed to the bringing about of the proper and fruitful 
adjustment of the forces at work in the country, constitute the sole 
remedy for the evil of unemployment and discontent. Indian youth 
will more than earn their remuneration if they are given and utilise 
opportunities to increase the efficiency of the nation’s economic life. 

The gloomy picture presented in the above paragraphs 1 would 
lead one to ask why the problem should not be attacked from the 
end of population also. A restriction of the growth of population 
will have the same effect as an increase in the quantity of subsistence 
as a larger share of national income will be available for distribution. 
The average increase of population, meaning thereby the excess of 
births over deaths, is by no means high in India and does not exceed 
that in the United Kingdom and other western countries, France, of 
course , excepted. This figure is low not because the birth-rate is 
small as might be thought, but because both the birth-rate and the 
death-rate are comparatively high. A study of the statistics in this 
connection relating to the principal countries of the world discloses 
the fact th.it a high birth-rate is accompanied by a high death-rate, 
and the correspondence of the two rates illustrates the truth of the 
Malthusian doctrine. This state of things prevails in Rumania, 
Russia, Hungary, Saxony and Italy, and India stands in the same 
category with a birth6rate of SS and a death-rate of 2 9 per thousands 
To take a typical case, the birth-rate in Germany per 1 / GO was, in 
1 850-00, as Ugh as 3£’3 ; in 1929 it was only 18.5.; the death-rate 
has similarly come down during this period from Z6'S to 11’9 per 
thousand, the annual increase being thus reduced from 9 to 6*4. 
Even this increase of 6-4 per thousand is higher than the English (4-4), 
the Belgian (5*2), the Swedish (5-1) and above all, the French (TO). 


t Sir William Hunter in his " England's Work in India" wrote thus. — 
" Two-fifths of the people of British India enjoy a prosperity onknown under 
native role ; other two-fifths earn a fair but diminishing subsistence but the 
remaining fifth or 49 millions, go through life on insufficient food. It is these 
under-fed 10 millions who form the probiem of over-population in India.” 

- 2 "Here are countries in which the population is pressing on subsistence. 

It is trying to increase faster than the means of support make pososible. and the 
Positive check is in operation. Not the positive check in its extreme form; the 
sttb-rateis not at its maximum; some Umit 3 ticn of births there is. Bat more 
born than can survive and become adults and more persons become 
C3rr * 7e to Peaceful old age. The populations aro ill-fed, ill.ciad 
min' ^ * '’-^warned, ill-cared for fa sickness.” — Taussig: Principles of Econo* 
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But in Russia, Asia and South America, the corresponnding figures 
are many times higher, 

106. Remedies: — The condition prevalent in the most back- 
ward countries are thus reproduced in India, and this country is a 
stock example, with economists, of a community on a low plain of 
material existence. If our birth-rate is high, our death-rate also is 
high. And a death-rate of 30 per thousand with heavy infant 
mortality, means waste of life, cares, anxieties, poverty, disease and 
distress. It will indeed be an ideal thing to be able to control 
disease and to conquer poverty. One of the difficulties in the way 
of the attainment of this end, however, is the steady growth of 
population itself, and if the death-rate is lowered by improvement 
of sanitation, the natural increase in numbers will be much greater 
unless it is directly controlled. In the face of the economic and 
the social situation as it exists and as it promises to exist for years to 
come, will it not, therefore, be desirable to check the birth-rate and 
thus relieve the pressure on subsistence? 1 Thi9 is the question which is 
9 ure tooccur to many onareview of the whole positionand they would 
recommend the application of the Malthusian remedy which ‘consists 
in late marriage of both men and women with a view to the control- - 
ling of the number of childern ; and the necessity and wholesomeness 
of marriage being admitted, the adoption of voluntary restraint in 
married life appeals to some people as the least objectionable form 
of deliberate limitation of population. 

The progress of Eugenics and the study of sex problems is 
very active in the west to-day ; and the lower birth-rate there 
reflects the result of the application of the new thought to actual life. 
The principles of biology and animal-breeding are being applied to 
the growth of human population. This is very important from the 
point of view of the maintenance of a healthy and vigorous community 
and the improvement of the race. The advocates of Neo-Malthusianism 
or birth-control are not, therefore, satisfied with late marriages and 
insist upon contraceptives being employed in order to prevent and 
regulate the brith of childern. The movement it severely condemned 


1 “In all theso countries an indispensable condition for a permanent improve, 
ment in the condition of the mass of the population is a lowering of the birth 
rate and relaxation of the pressure on the means of support,” — Taussig ; 
Principles of Economics. 
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on religious, moral, social and political grounds. Its rank individua- 
lism and selfishness are represented as anti-social, as destructive of 
the institution of family and as a menace to the very existence of the 
community and the state. Taxes on bachelors and special allow- 
ances to married people with families are illustrations of this feeling in 
western countries where state interference with individual liberty is 
universally resented and is still tolerated in the sphere of legislation 
about marriage. These considerations apply to the conditions of 
India within exceedingly narrow limits. It can not be doubted that 
here too, humanitarian feelingand solicitude forthe welfareof children, 
if not of the whole nation, no less than personal ambition and a desire 
for independence andindividual happiness, would justify the adoption 
of Neo-Malthusianism. The pathetic picture of a fairly intelligent and 
perhaps well-educated man, burdened with the anxieties of a large 
family, which is not a legacy of the past, at a loss to know how to 
keep the wolf from the door and reduced to desperate shifts, to arts 
of flattery, cunning and slavishness, provokes the reflection that 
these troubles are entirely self-imposed and could have been 
avoided. And this reflection does not fail to arise in the mind even 
of pious and conservative people when they see widowers of forty 
and fifty going in for their second and third marriages and prepar- 
ing for misery for themselves, their widows and their children. This 
need of restricting the size of the family is equally present in the 
case of the working and other proper classes with whom the struggle 
for existence is very severe. And it is safe to agree to the proposition 
that “it is advisable that people should not bring children into ' the 
world, till they can see their way to giving them at least as good an 
education, both physical and mental, as they themselves had; and 
that it is best to marry moderately early provided there is sufficient 
self-control to keep the family within the requisite bounds without 
transgressing moral laws.” 1 

To our mind, the most urgent and effective remedy, however, 
is for the State to inaugurate large schemes of national education, 
industrial development and social reconstruction. The uplift of the 
people from ignorance, apathy and degradation, will alone bring about 
the desired improvement, and the application of the Neo-Mnlthusian 
remedy is only a counsel of perfection at the present stage of the 


I 'Mnrjhn.'U ; Economic* of Industry. 
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social evolution 1 of the country. Late marriages which are now 
becoming more common as a result of the spread of education and 
new ideas, as well as of the pinch of economic pressure, do not, by 
themselves, put a limit on the number of children. Such marriages 
are not essentially less productive than those contracted at an early 
age. As to the control of births, it may operate to some extent and 
will assuredly come at later stages of national progress. But it 
should not be forgotten that Indian poverty is not due to over-popu- 
lation, but is’the result ofunder-production. Other nations have been 
increasingas fast asthe Indian people, and even faster, but their com- 
mand over the means of subsistence has grown at a faster rate. This 
is the real key to the solution of the Indian problem of population, 
and points to the need of adjustment in the present state of the 
country’s economic transition. 

107. Indian Attitude: — The artificial remedies of Neo- 
Malthusianism, the up-to-date methods of birth-control in particular, 
are sure to shock the average Indian mind much more than it does 
the European mind, even at the present day. People in the West 
appear to have resigned themselves to the not altogether welcome 
situation, created by the new-fangled forms of married and single 
life and birth-control by means of contraceptives. Like their forbears, 
Hindu law-givers looked, aud rightly looked, upon marriage as a 
necessary social institution and a sacrament. Perpetuation of the race 
is a sacred duty and every man has to redeem the debt he owes to his 
father by leaving a son after him. Late marriage is prescribed in the 
ancient Hindu system in the case of men, but the performance of the 
religious duties of the house holder makes the married state absolutely 
essential. Early marriages which are universal in India to-day are a 
departure from the wholesome practice of olden times. The injunctions 
recorded in the works of Hindu law-givers, show that they laid down 
rules for a society which required for its existence and progress, a 
growing population of vigorous, healthy men ; and to shirk married life 
would have been regarded as shirking a sacred duty to the comtnmu- 


1 "India is one of the countries in an intermediate stage as regards the 
process of population growth. She has abandoned— or more or less abandoned 
— the old-fashioned methods of limiting population to an optimum, viz., periodic 
abstention from intercourse, abortion and infantic'de and she has not yet adopt- 
ed the methods of advanced oountries viz. postponement of marriage and voluntary 
birth control. She is at a point where her population is controlled by disease 
and disease onlv,” — Census Report, 1921, page 49. 

39 
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nity. Prayers were and are offered to God for the grant of healthy 
and vigorous progeny; and this attitude on marriage and the house- 
holder’s life finds a justification in the attempts now being made 
in western countries to encourage marriages, to reward large 
families and to penalize bachelors. Love of children is instinctive 
in the human race and the dislike for families which is growing in 
the west, has not met with general approval even there. The 
complaint is frequently heard that modern women are being 
unsexed owing to their effort to imitate and emulate men in 
.masculine pursuits and pastimes; and the danger of race suicide 
is not altogether a product of the imagination. In India both 
Hindus and Musalmans regard marriage as obligatory. It is a 
curious fact that the Hindu philosophy of Sanyas or renunciation 
has not discouraged the institution of marriage and it is interesting 
to notice that this restrictive influence is claimed for Christianity 
which is stated to have made celibacy for the first time in humau 
history a factor of importance. The tendency to refrain from 
marriage altogether witnessed in Europe is attributed in part to the 
teaching of Christian churches. 1 2 * * 

The anxiety of the average Hindu, man and woman, to have a 
son 5 and the shifts to which he or she is reduced in trying to secure 
one, have been objects of ridicule and amusement with certain 
authors. There is no doubt about the fact that under the influence 
of formal religion and custom, institutions based upon real necessity 
and sound principles arc in practice abused and perverted or arc 
retained in the original forms though the latter are unsuited to 
changed conditions. The religious arguments urged against the 
amendment of the law of divorce in England arc instructive in this 
connection ; and the opposition of the Christian Church to social 
reform of this nature is well-known. Wc have suggested above the 
true explanation of this Hindu passion to procure a son ; and critical 


1 ReeCensu* Report, pago 15$ 

2 “In tbo adoption of a son the Hindu aimed and ptili aims nt satisfying an 

exacting group of tnatics gtoody in the other world for recognition and offering* 
in this. He look* too for appreciable benefits -which be is inmroif to derive from 
u-.e future reremonlc* the fruit of which will reach him in the realm of rbades 

* w » n!rini: a «" Hindu thinks generally that he is making the 
r> hargeinr for himself In this world and the emo to come."-TVe*t 

-*-U'.Re« of the Hindu Lam. 



CHANGED CONDITIONS 


SO 7 


.students of Hindu law and usage have not failed to appreciate it. 1 
Marriage was as much an economic and a national as a moral neces- 
sity and it came to be the parents’ duty to equip the son with a part- 
ner in life as well as the means of earning a livelihood. It is not 
correct to lay the whole blame of Indian poverty at the door of the 
fecundity of the Indian people and the Hindu love of offspring. Poli- 
tical conditions and economic disturbances must share the responsi- 
bility for the result with other causes. The wife is the partner of 
her husband not only in religious rites but in his economic functions. 
She co-operates with and assists him in his work on the fann and in 
the factor}*, besides managing the household which, by itself, is a 
valuable economic asset. The children, particularly the boys, supple- 
ment their parents’ labour and earnings. A wifeless and a childless 
man is comparatively weak and helpless. Male offspring was 
calculated to continue the family and maintain ancestral estates while 
daughters passed to other families and were comparatively in disfav- 
our particularly as it was not easy to find suitable bridegrooms for 
them. 2 

108. Changed (Conditions But times have changed, and 
with them must change individual ideas and social laws and customs. 
The struggle for existence, the spread of education and the move- 
ment of social reform are steadily pushing up the marriageable age 
of girls as well as of boys. Parents can no longer support growing 
sons with their wives and perhaps also their children, particularly 
among the educated classes who find the burden of bringing them 
up rather heavy. Early marriage is, however, still looked upon as a 
sign of high social status and is also a religious necessity. In fact, 
early marriages of males are entirely opposed to the rule of Brahma - 


1 “ In modern times children are a luxury to the rich, an encumbrance to 
the poor. In oarly ages female offspring stood in the same position, but male 
issue was passionately prizod. The very existenoe of a tribe, surrounded by 
enemies, would depend upon the continual multiplication of its mates. The soil- 
less father would find himself without protection or support in siokDess or old. 
age and would see his land passing into other hands when he became unable to 
cultivate it. The nooessity for male off-spring oxtendod in the case of the 
Aryan even beyond this world." — J. D. Mayno : Hindu Law and Usage, 

2 Students of sociology will easily appreciate this explanation as applying 
to the evolution of human society in general. See Wester-mark i “The History 
of HumBn Marriage.” 
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chary a strongly insisted on by the ancient law-givers. 1 And what- 
ever objection may be raised on religious grounds to the postpone- 
ment of the marriages of girls, there is nothing to prevent wholesome 
restraints in married life being practised. Such moral restraints are 
clearly implied in some of the old restrictions imposed by wholesome 
custom on the relations of married people. Though it may be a little 
difficult to establish the fact, the average expectation of life in this coun- 
try appears to have declined a good deal and the strain of the modern 
struggle for existence is responsible for it. The same remark may be 
safely made with regard to the health of the average Indian. In 
these circumstances, it becomes a duty of men and women in India 
to see that the nation has a healthy and vigorous population such 
as will stand comparison with other races and will not go under in 
international competition. 

To a Hindu, marriage and the begetting of a son, is a duty 
Which he owes to society and the pining of women and men for 
male offspring in India presents a sharp contrast to the indifference 
displayed in that respect by advanced sections of western communi- 
ties. But it is sorely to misunderstand the spirit of the ancient law 
and practice to suppose that they impose upon the householder the 
duty of begetting children for whom he can not hope to proride and 
that a limitation of the family by the exercise of prudence would 
violate the injunction of religion and dictates’of morality. Speaking 
of the division of inheritance, Manu says; — “By the eldest as soon 
born, a man becomes father of male issue and is exonerated from 
debt to his ancestors ; such a son, therefore, is entitled to take 
heritage. That son alone on whom he devolves his debt and 
through whom he tastes immortality was begotten from a sense of 
duty; others are considered as begotten from love of pleasure.” 1 
The system of the four Ashramas also supports the view advanced 
above. 


1 fWsrg?! grit i 

vreritrari Jft mi #?fk uf-k: ii— M ann, IX, 94, 

2 gsft wot i 

9 VI vwrn wmtflififi hfc T g : If— Manu, IX, 106-107. 
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If it was 'the sense of duty’ to ancestors and to society which 
animated ancient laws with regard to marriage and progeny, may 
not the same sense of social duty be pleaded in favour of a limita- 
tion of families to-day? ‘Love of pleasure,’ Manu speaks of, or 
blindness to the future, brings on misery to the individual and to 
society, and moral restraint which religion and reason insist upon, 
is calculated to make for health, wealth and happiness . 1 2 Hindu 
law-givers had a certain condition of society in view when they laid 
down their precepts. Restrictions as to Gotra and caste in the 
selection of the bride and the bride-groom were similarly animated 
by eugenic purposes. Modern economic conditions and ideals 
may require a modification of those rules. Changes in circumstances 
and ideas demand changes in social laws and individual conduct. 
Social reformers seek to encourage late marriages, to remove restric- 
tions on the marriage of widows and to stop polygamy, and it may 
be noted that the suspension of reproductive activity is actually 
advocated as a means for promoting rapid national development. 
A low or declining birth-rate accompanied by a low death rate, is 
regarded as a sign of advancing civilization, and it is believed that 
the lower the birth rate, the better is the state of a nation.® The 


1 Malthus himself quotes in his ‘Essay on the Principle of Population, 
(Chapter XI), passages from Manu and points out various oiroumstanoes which, 
in his opinion, must have operated in India as preventive ohooks to population. 
He says : — ‘From all these oiroumstanoes combined, it seems probable that 
among the oheoks to populations in India the preventive oh eok would have its 
shore j but from the prevailing habits and opinions of the poople there is reason 
to believe that the tendency to early marriages was still always predominant 
and in general prompted every person to enter into this state who could look 
forward to the slightest ohanoe of being able to maintain a family.’ 

2 “The general deoline of the birth-rate in advanoing countries ; the accen- 
tuation of that decline among the well-to-do ; the probability, almost certainty, 
that with wider diffusion of prosperity the tendenoy will spread more and more 
to all oiassoa—at times is due to social and industrial ambition. Some writers 
have discussed the change as if it wore automatic!, as if the lower birth-rate 
among the well-to-do were the natural and necessary consequence of their 
having a large inoome. The connection between income and birth-rate iB the 
other way ; rising prosperity is rather the effect than the cause of declining 
pressure. The fundamental Cause is the Wish of eaoh family to promote its own 
material welfare.”— Taussig ; Principles of Economies, 
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present tendency in western countries is towards a steady limita- 
tion of families and growing material prosperity. The size of the 
individual and family share of the national dividend is determined 
by the number of persons among whom it is to be divided as much 
as by the amount available for distribution. The problem will, there- 
fore, be more effectively solved if it is attached from both sides 
simultaneously. 

109 Vicious Circle : — The futility of expecting the preven- 
tive checks to operate on the national birth-rate in India will be 
obvious on a little reflection, and it will be perceived that here we 
seem to move in a vicious circle. The birth-rate goes down where 
economic conditions arc satisfactory and the intellectual and educa- 
tional level is high ; and a low birth-rate is required to improve the 
economic condition of the community. Prof. Taussig observes that 
the causes of the declining birth-rate are to be found in “the in- 
tellectual and material forces which have so wonderfully stirred the 
people of western Europe during the last century : the spread of 
education, newspapers and books ; cheap movements by railway 
and steamship ; the stirring of stagnant population by the new 
modes of employment, by large-scale production and the factory 
system, by the changes through emigration .” 1 Unless then the 
stagnant population of India is educated and stirred and unless new 
modes of employment and methods of production and consumption 
ate adopted, how is the birth-rate in this country going to be 
checked ? By a handful of educated enthusiasts practising birth- 
control ? And will it not be much better if national efforts are 
directed chiefly towards the creation of those conditions which hold 
the propensity to multiplication in check while preventive and 
restrictive measures are left to be employed by the few persons 
who understand and can use them ? 

These questions are suggested by the existing economic, 
political and social conditions in India. The aboriginal tribes are 
the most prolific races in this country. The prolificness of the 
Mahomedans who have, like the former, few widows in the repro- 
ductive age periods, is greater than that of the Hindus. It must be 
greater among the lower and poorer classes than among the higher. 


I Principles at Economics. 
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The exhortation, therefore, addressed to the people that instead of 
allowing the hand of death to limit the population to the means of 
subsistence, they should keep it under control and cultivate the 
habit of cutting their coat according to the cloth that is available to 
them, is bound to prove infructuous in India where, of the total 
population of the country, only 82 out of every 1,000 persons 
exclusive of children under five .years of age are literate, in the 
sense of being able to write a letter to a friend and to read the 
reply, and the literacy is divided very unequally between the two 
sexes, only 21 females per thousand being able to write against 139 
males per mille. In a country where people will resist inoculation 
against epidemics like plague in spite of its utility in saving life 
demonstrated by thirty years’ experience and where legislation like 
the Sharda bill fixing] the age of marriage and of consent even at 
a low level, is passed! with the greatest difficulty, the prospects for 
birth-control are hopelessly slight. With 90 per cent, of the popula- 
tion not knowing how to read and write, with an average income of 
Rs. 40 per head of the population, in the lower strata of society, and 
with about Rs. 20 of per capita foreign trade, it is not possible that 
the causes which have brought down the birth-rate in western 
countries should operate in India for many a year to come. 

The small class of the well-to-do and the educated people who 
are a minute section of the population and who are brought 
under foreign influences or feel the strain of the struggle for exis- 
tence most, may indeed exercise the moral check to their advantage, 
but that will not appreciably affect the national birth-rate. The 
generally high birth-rate in India is attributed to the large propor- 
tion of married women, and this is not likly to be changed for j r ears. 

It is futile to raise the marriageable age of boys onty, and it is difficult 
to raise the age in the case of girls. Earty marriage is associated 
with higher social status and certain castes deliberately favour it. 
And this state of things is changing for the better but slowly. 
We have shown above that though the birth-rate in India is very 
high, the excess of births is small, not more than about 6 to 9 per 
thousand. While, therefore, the application of the Malthusian 
principle seems to be called for, there is a bitter complaint about race 
suicide among the Hindus, at any rate, of certain provinces. The 
increase among Mahomedans and Christians is much higher than 
among the Hindus, and this fact is causing anxiety to many. The • 
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following figures show the movement of the two communities since 
1911 and 1881 in the principal Provinces : — 


Province 

Inorease per oent. since 

1911 

1881 

Hindu 

Musalma' ' 

! Hindu 

[ Musalman 

Assam 

... 

+13-6 

+16-7 , 

+34-1 

+C7T 

Bengal 

... 

— -6 

+ S‘l 

-t-17'6 

+41'1 

Bihar and OrisBa 


— -4 

+ .6 1 

+13-8 

+ T8 

C. P. and Berar 

... 

+ 2'5 

— '5 

+17-0 

+21-5 

Madras 

»•* 

+ 1-8 

+ 3-6 

+18-1 

+31-5 

Punjab 

... 

+ 4-5 

+ 4-7 

+ ■ 1 

+28-7 

United Provinos 

... 

— 20 

- 2 - G 

+ 2-4 

+ 9T 


The difference in the rate ofincrease is not satisfactorily account- 
ed for by conversions alone. According to the latest census report, 
the death-rate is distinctly in favour of Mahomedans as against the 
Hindus, and the comparatively small increase in the number of the 
latter is attributed, among other causes, to the peculiar social customs 
of the Hindus such as child marriage and prohibition against widow 
marriages. The high rate of infant mortality, which is 400per thousand 
of infants in the first year, compared to 100 in western countries, 
also beeps down the natural increase. 1 It is an interesting phenomen- 
on that the fecundity of marriages is not high in India compared 
with that in England, for instance, in spite of the universality of 
marriage and early marriages in this country. The births per thou- 
sand of females of reproductive ages ( 1 5—45 ) in England and Wales 
calculated on the figures of the census of 1 911, were 98 as against 
128 in India. But if births are calculated on the number of married 


1 'The moral of all these facts is plain. The Hindus aro not a dying race, 
hut surely they are on that traok. Fortunately, its causes aro perfeotly plain. 
They have to thank their own social customs, vebiob, ns wo shall soo lator od, ate 
ruining them in several other ways too. In spito of Muslim ruio for ovor a 
thousand yoirs, the Hindus formed 80 per cent, of the population of this country 
aro not ovon tbo decimation comes this time from 

ou r DOi ^ rom ''"itlmut— surely a harder foe to combat. Tho momentous 

r'* Are vro to remain indifferent in tho face of this crisis.' ? — U. S. 

Hamath : The Census of India. 
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females of these ages, and not on the total number of females bet- 
ween 15 and 45, the Indian figure stands at 160 against i 96, the 
figure for England. 1 2 It will, therefore, have been observed that a 
high marriage rate does not necessarily mean a high birth-rate, nor 
do late marriages of women signify a lower rate of child-bearing. 
Similarly an increase in population e. g. excess of births over deaths 
does not always connote a growth of population. 5 

IIO. Conclusion : — Is India over-populated ? The answer is 
both ‘ yes ’ and ‘no.’ With its present standard of living and industri- 
al efficiency and numbers, the country is over-populated, but if the 
productive capacity of the people for the improvement of which there 
is considerable scope, increases, they can be maintained at a 
higher level of living and mere numbers will be of no consequence. 
Over-population is a term which must be understood in a relative 
sense; and whether a given population may be maintained in comfort, 
will depend upon its power of wealth-creation. As a fertile piece of 
land will feed more mouths than a sandy one, a community of 
industrious persons will produce a larger quantity of food and other 
forms of wealth than one of lazy people. A low standard of living 
will likewise enable a larger number to be supported than a high one. 
A growing population must have a proportionately increasing 
quantity of subsistence if its standard of living is not to be lowered. 
A community must, therefore, produce more to keep pace with the 
increase in its numbers. An increase in numbers often means an 
augmentation of the productive capacity of the community and is, 
therefore, not an object of anxiety. But the law of diminishing 
returns will come into operation when a certain stage of increase is 
reached and the result will be deterioration and misery. 

Natural increase of population, in itself, is not a sign either of 
progress or of decay. It is checked by diseases, famines and wars, 
or its growth may be limited by human prudence and moral res- 
traints. Under favourable conditions neither the positive nor the 
preventive checks maybe called into operation and a vigorous popula- 
tion will produce more wealth than is absolutely necessary to 
support it. If the pinch of increase is felt, internal migration and 
emigration will be resorted to and the pressure will be relieved ; and 


1 P. K. Wattal : The Population Problem in India. 

2 See Appendix to this Chapter. 

40 
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better organized and more efficient methods of production and 
distribution will have the same ameliorating effect. Ambition, fore- 
sight, the desire for independence and absorption in intellectual 
pursuits will lead people to postpone or avoid marriages and to regu- 
late and restrict offspring, and the number of children brought into 
the world will tend to become smaller in a community where such 
persons form a large proportion of the population. This is exactly 
what is happening in the west to-day. 

It appears that in India two or three generations ago, as in 
earlier centuries, the means of subsistence were ample in comparison 
with the population, of course according to the prevailing standard 
of living, among the different classes of the population. Positive 
checks in the form of war, famine and disease were also largely in 
operation and therefore the pressure of population was not felt. 
With the establishment of peace and stead} 7 government, under 
British rule, however, a gradual increase in numbers began which 
was checked only by famines and diseases. The increase was not 
accompanied by a proportionate augmentation of the productive 
power of the people, and indigenous industries having declined in 
the meanwhile, the effects of over-population began to be felt. With 
the increased demand for India’s raw materials, a more equalised 
distribution and the consequent rise in prices, things wore a 
promising aspect for some time. But this could not be enough 
to meet the requirements of a growing population much less to raise 
its standard of living. 

The problem may be solved by emigration and internal migra- 
tion. But scope for this is limited. Indians are not treated well in 
the Dominions and the Colonics, in some of which the door is 
slammed in their faces. Many Indians go to Ceylon, the Malay 
States and to other countries as coolies and thus relieve the pressure 
of numbers. Internal migration is possible, to a certain extent, from 
thickly populated districts to tracts where population is sparcc. 
Immigration into Bengal and Assam from neighbouring provinces is 
a noteworthy fact. Land which is not cultivated or which is not 
properly cultivated, may be made to yield a Larger quantity of food. 
But Use tnost efficacious remedy is to enimnee the productive power 
o', the «o,i ull over the country and the creation and expansion of « 
^‘ ir ‘ £ W c '‘ ’udu'trie-. There arc indeed serious difficulties in the 
■>”. » wih-.f j< th*- direction which the efforts of the State and 
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the public must take. We, therefore, ultimately come to this that the 
pressure of population on the means of subsistence can be relieved 
only by the spread of education, an improvement in all-round 
efficiency and by a more efficient organization of production. The 
prospect in the immediate future is not, therefore, bright unless 
action is taken along lines indicated in the various chapters of tin's 
book. What is required is a national awakening to the seriousness of 
the situation and a national policy suited to the needs of the country. 
As to moral checks to population, they would prove useful to a 
limited extent wherever they can be exercised in an intelligent and 
responsible manner. While we are not opposed to birth-control 
merely because it is a novelty or a western fad, it appears to us 
necessary before recommending it, to consider seriously the far-reach- 
ing effects it is likely to produce on the moral, -mental and physical 
health of the people and their social institutions. 

In India, though the actual excess of births over deaths is not very 
large, both the birth-rate and the death-rate are high.* Postponement 
of marriage and conscious limitation of the numbers of children in 
families are the preventive restraints suggested by Malthus and 
advocated by his followers, which have succeeded in keeping down the 
growth of population in western countries. The full effects of the 
practice of birth-control on morals, culture and national efficiency are 
not yet known ; and its whole-sale adoption can not be recommended 
in India. Whatever its theoretical merits and practical benefits to in- 
dividuals, the remedy can be only adopted by intelligent and educated 
people and the masses can not be expected to resort to it. It is not 
fair to ridicule the latter and to place the country’s poverty at their 
door. As enlightenment spreads, the rate of growth declines and 
the increase takes place only among the lower classes. It is these 
people, we are told, who need relief most, and liberation from forced 
motherhood is recommended for the women of these classes. The 


1 '• Broadly speaking, the actual cbeoks to population in China, India, 
and many other parts of tho world are still those so well desoribed by Malthus. 
In India, it is true, British rule has abolished civil war, and the total 
population has increased very rapidly during the last century as railways, 
irrigation works and other modem innovations have added to tho productive 
capacity of the country. But famine is still lamentably frequent, and in 
spite of industrial progress it would seem to be true that the population 
readily risos up to the limits of the means of subsistence W, T. Layton : 
Introduction to An Essay on population by Malthus. 
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Neo-Malthuslan devices are not, however, fool-proof, and are not 
likely, in the near future, to be employed in such a way as to produce 
any appreciable effect upon the natural growth of population in 
India. In the Appendix to this chapter will be found statistics 
illustrating the different aspects of the problem of population in 
India as also a summary of the views of various thinkers with regard 
to conditions in western countries. The Appendix will be found 
useful by advanced students and others who are desirous of study- 
ing the subject more closely. 
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Some Facts and Arguments 

1 Since the question of population and of birth-control has been attract- 
ing increasing attention in India, we feel it necessary, even at the risk of 
repetition, to refer again to some of tho facts and arguments which find pro- 
minence in tho discussion of the problem and a knowledge of which is cal- 
culated to prove useful in understanding it. The number of marriages per 
one thousand inhabitants in European countries stands between 6 and 8. 
The birth rate (children born alivo) in Europe was as high as in India in 
the last century, but has steadily declined. Tho decline in the death-rate 
is equally remarkable tm will be seen from the following table of deaths 
per thousaud: — 


Years 

: 1851-GO 

1871-80 

1891-1900 

1911-13 

Germany 

... 2G.4 

27-2 

27.2 

16.0 

Austria 

... 30.8 

31-5 

20.G 

21.4 

France 

... 23.9 

23*G 

21-5 

18.3 

England and Wales 

... 22.2 

21.4 

18.2 

139 

Belgium 

... 23.6 

22.9 

19.1 

14.8 

Netherlands 

... 25.6 

24.3 

18.3 

13.0 

Denmark 

... 20.G 

19.4 

17.4 

13.3 

Sweden 

... 21.7 

18.2 

16.3 

13.7 

Norway 

... 17.1 

17.0 

16.1 

13.2 


2 The proportion of the population at various ages is important from 
the economic point of view and depends on the birth and death rates and also 
on migrations. The relative numbers of males and females have a similar 
significance. The following figures for births and deaths in Germany are 
typical o! population developments in lending European countries : — 


Germany ( Far 1,000 inhabitants , ) 


Average 

Births 

Deaths 

Excess of births, 

1872-80 

41.19 

28.54 

12.65 

1881-1890 

38.20 

26.50 

11.69 

1891-1900 

37.34 

23.49 

13.85 

1901-1910 

34 02 

19.74 

14.28 

1904-1913 

30.92 

17.4 

13.5 

1922-1926 

20.9 

12.8 

8.1 
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(year 1910). 



Births 

Deaths 

Excess of births 

Denmark 

27.5 

12.9 

14.6 

Germany 

29.8 

16.2 

13.6 

Bulgaria 

40.3 

26.4 

13.9 


Excess of Births over Deaths per 1,000. 


Years 

Germany 

England and 
Wales. 

Norway 

Belgium 

1871-75 

10.8 

13.5 

12.6 

8.3 

1886-90 

12.1 

12.5 

13. C 

9.0 

1901-05 

14.5 

12.1 

14.1 

8.7 

1911-13 

12.1 

10.2 

12.2 

8.2 


3 While tho lower death rate is due to growing prosperity and improved 
sanitary and hygienic conditions, the lower birth rate has been brought about 
by (1) higher cost of living and a severe struggle for existence, (2) increased 
competition in various occupations, (3) growing expenses of bringing up 
children and (4) people’s desire for individual liberty, particularly on the 
part of women, and their love of independence and social status and parents’ 
anxiety to make better provision for children. 1 In Germany, as in the other 
progressive countries of the West, therefore, the lower birth-rate is the 
direct result of the adoption of Neo-hlalthusian methods. This regulation 
of births has now overtaken even rural areas, the rate in Germany having 
declined from 39 per thousand in the quinquennium 1885—90 to 31.6 in the 
five years 1911-14. The total number of births in that country is to-day 25 per 
cent, less thanbefore the war, and the number in 1926 was 13 lakhs as against 
17 lakhs, the annual average for the years 1911-13. The German fecundity of 
marriage has gone down CO per cent, between 1880 and 1924 and now appro- 
aches the French. Political parties in Germany make it a plank in their 
election programme to promise to secure the repeal of the penal law against 
the procuring of miscarriage ; and the knowledge of the toclmiquo and 
the appliances for preventing motherhood is becoming common in urban 
ureas there. 

4 Infant mortality has been reduced in Gormany from 15 per cent, of all 
infants born in 1913 to 10.5 per cent, in 1925. Tho total mortality has 
gone down from 1.5 per cent, in 1913 to 1.17 per cent, in 1926, Expectation 
of life has gone up from 35^ years in 1871-80 to 47-1 in 1910-11, while in 
India, it is only about 23. 

5 The effect of the tendency of the birth and death rates to decline is the 
important change which has taken place in the constitution of society with 


1 P. Mombort in “Qrandriss der Bozialokonomik". 



TIIE POPULATION PROBLEM 


319 


repccfc to numbers of the people at different agos. On an average, the Germau 
nation is to-day older than what it was, and the centre of gravity is shifted to 
nges of productive activity. This is an advantage for the momont, but in the 
courso of a generation, tho numbor.of persons capable of work will be reduced 
and that of old men over Go, will increase. Tho apex of tho population 
pyramid will bo wider and its basis will bo narrower. Tho national, econo- 
mic and cultural consoquonccs of this contingency to Germany arc obvious. 1 2 • 

G Human will plays, in the gTowth of population, such a decisive part 
thattkoeconomic relation botween tho law of diminishing returns and physiolo- 
gical possibilities is profoundly affected by it. Oortain psychic factors come 
into play here, which are not exactly either tho moral restraints or tho posi- 
tive checks of Malthus. It is not tho number of marriages but rather the 
refusal to bear children, that is of significance in tho increaso of population. 
Nauman says that “ Nco-Malthusian nations are doomod to downfall.” Nor 
cun tho Noo Malthusian romedy prevent tho ovil3 against which tho safe- 
guard is sought. Moral barbarism leads to tho woakoning of productive energy ; 
and though population censes to grow, its supply of wonlth may bo redueed in 
greater proportion. Tho muok-praisod Eugenics or Race-kygieuo is not of 
eucIi practical importance ns its enthusiastic supporters would have us 
believe. It is fnlso to nssumo that increaso of population threatens tho physi- 
cal and moral woll-being of the lowor classos moro than that of tho higher 
orders. Tho will to livo in a poor man is extraordinarily strong and the 
finost virtuos grow out of it. 3 This last observation of Steffon Reynold, an 
Englishman, may strike one as an unduly wide generalization ; but it contains 
an important element of truth. The narrowing of tho basis of the pyramid 
of population as a result of a decrcaso in the birth-rate, is roferrod to by Dr. 
Butgdorfor who deplores the tondency towards tho restriction of the size of 
families, as a menace to the prosperity of agriculture and Germany as a 
nation. 3 Tho orthodox Christian view that birth-control is calculated to 
sap tho foundations of morals and essential social institutions like marriogo 
and family, is supported by H. Pesch who says : “ Take care of the 
quality of population and leave tho quantity to itself as being unimportant.” 

7 The advocates of birth-control support their case on the ground of 
humanitarian os well as national considerations. The output of their litera- 
ture is over on tho increase ; and questions relating to short-term and trial 
marriages, sex-relations, prevention of motherhood, divorce, the law concern- 
ing abortion &c. ate being actively discussed. It is stated that large increases 


1 Dr. Goetz Briefs : “ BcvolkemngBbewegung und Arboitsmarktent- 

wicklung” in " Struokturwandlungon der Deutsohon Yolkswirtsobaft”, editod 
by B. Harms. 

2 Adolf Wobor : “ Allgemeine Volkswirtschaftslehre." 

S " Deulsohos Bauerntum ’’—Heft 2 : " Bauer, Staat und Yolk.” 
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of population in backward countries are a menoco to tho people of the West 
whose standard of living they threaten by competition. 1 2 Human civilization 
requires birth-control for its vory oxistonco. There is the subjective side of 
the picturo also. Is woman to bo rogarded as a child-producing machine, 
over suffering pain and getting weak with overy child born ? Is man to go on 
sweating, earning more and working harder simply for finding food for tho 
growing family ? What will tho world gain by increasing numbers ? Will 
culture, freedom and subsistence grow wbon each woman brings forth six 
children? 3 The appliances of birth control are quite scientific and safe, and 
the mass of tho pooplo have to bo educated in their use. 3 There is nothing 
immoral in birth-control. On tho contrary, it is an essential duty towards 
children, mothers and humanity 5 and individuals and the community ought 
not to shirk it on pseudo religious and false moral grounds. 

8, Tho opposite views on marriage and birth-control, held by Pro- 
testants and Catholics are instructively brought out in two articles which 
recently appeared in tho Forum, extracts from which wo take from the 
Bombay Wool below : — “The writer holds that according to tho teaching of 
the Church, 1 quo marries to begot children’, tho happiness of tho couple being 
only incidental and not to bo allowed to como in the way of having childreu- 
many children. Honco tho condemnation of birth-control by the Church. 
The writer thinks that birth control is indispensable ‘under present social 
and economic conditions, * and that by her condemnation of birth control — 
except by way of self-control and continence — > the Church is inflicting 
great misery on married homes ”. 

“What really troublos them, I think, is that having children apparen- 
tly is coming to bo regarded as an entirely animal process, selective and 
occasional - , and that the spiritual factor has disappeared. Now if this were 
true, why marry ? Make procreation a state function, as the extromo Com- 
munists contend. To continue reasoning in this strain, overy argument of 
economics is in favour of large families, for they will provide choap labour, 
more farm hands, and increased distributional outlets. Are these statements 
cynical and materialistic ? No more so than tho aim of the Brush Founda- 
tion for Birth Control at Cleveland, Ohio — “ to contribute to the betterment 
of the human stock, and to the regulation of tho increase of population, to 
tho end that children shall be begotten only under conditions which make 
possible a heritage of physical health and a favorable environment/' Ani- 
mal husbandry agencies have said the same, in slightly less lofty words, con- 
cerning the improvement of HolBteins and Dnrocs.” 


1 Sco Sozlallsliscbo Monatsbefto.” 

2 Article on “Qoburton Kontrolle" m “Das Tage Buck" for ldth Sept. 1929. 

3 See works of Margaret Sanger and Mary Stopes. 
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Indian Population Statistics 

I 

Towns and Villages Classified according io Census of 1921, 



India 

Provinces 

States 

Glass. 








H 



Population. 

No. 

Popula- 

tion. 


Under 600 in- 
habitants 


96,983,318 


69,641,218 

152,898 

26,442,095 

500-1,000 ,, 

HB 


82,205 

57,341,789 

22,762 

15,667,308 

1,000-2,000 „ 

47,242 

64,296,2231 
1 1 

38,313 

52,212,170 

8,929 

12,084,053 

2,000-6,000 „ 

16,965 


13,195 

37,374,593 

2,770 

7,710,678 

6,000-10,000 „ 

1,871 

12,428,336 


9,902,639 

371 

2,525,697 

10,000-20,000 „ 

517 



5,443,433 

116 

1,552,868 

20,000-50,000 „ 

198 

5, 866,531 

158 

j 4,694,816 

40 

1,171,717 

50,000-1,00,000,, 

55 

3,609,189 

43 

2,688,054 

12 

921,135 

1,00,000 & over „ 

34 

8,053,124 

29 

7,156,078 

6 

897,046 

Encampments 
and population 
nnclassed 


690,666 


549,211 


141,454 

Area in which 
village statis- 
tics are not 
recorded 

46 

2,924,729 

46 

99,593 

... 

. 

| 2,825,136 

Total. ... 

687,981 

818,942,480 

| 

247,003,298 

187,893 

71,939,187 


41 
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II 

Distribution of Population by main Provinces 
according to sex and civil condition. 




Civil condition 

Total 

population 

Province 

Sox 

Unmarried 

Married 

Widowed 

> 


( Lakhs ) 



( Lakhs ) 

Madras | 

Males ... 

110-8 

88-6 1 

9 1 

208-7 

Femalo3... 

79-9 

94 0 

40*4 

i 

214-4 

Bombay ^ 

Males ... 

48-9 

45-9 

6-9 

101-7 

Females... 

30-5 

44-3 

16-8 

91-7 

Bengal [ 

Males ... 

125-1 

107-3 

9-0 

241-5 

Females... 

77-2 

103-7 

44-4 

225-4 

U. P. { 

Males ... 

l 107-6 

108-5 

21-7 

237-8 

Females... 

08-6 

109-8 

37-4 

215-8 

Punjab ^ 

Males ... 

61-1 1 

42-1 

9-7 

113-0 

Females... 

38-4 

43-0 

12-3 

93-7 

Burma £ 

Males ... 

37-6 

26-2 

3-4 1 

67-5 

Females... 

32-7 

24-2 

7-3 

04-5 

Bihar and C 

Males ... 

74-4 

82-7 

10-5 

167-6 

Orissa l 

Females... 

54-6 i 

85-6 

32-1 

172-3 

0. P. and f 

Males ... 

30-9 

34-2 

4-6 

69-5 

Berar I 

Females... 

23-0 

34-9 

11-5 

69-6 

Assam | 

Males ... 

22-0 

15-5 

24 

39-6 

Females... 

15-6 

15-1 

5*7 

36-4 

N, W. P. ( 

> 

Males ... 

TO 

4-6 

•0 

12-2 

Province X 

■ Females... 

4'4 

4-5 

1-* 

10-2 

Total, 

§ ' . 





■British. t 


629-2 

559-1 

78 2 

1268-7 

Provinces | 


427-2 

502-0 j 

210-3 

1201-3 











'the population problem 


Distribution of Population according to Residence and 
Education . 

(BRITISH PROVINCES) 


Province 

Males. 

Total 

Population 

Illiterate 

literate 

Literate in 
English 

Madras 

20,870,749 

17,702,676 

3,168,073 

354,594 

Bombay 

10,170,969 

8,746,402 

1,430,567 

239,777 

Bengal 

24,151,222 

20,800,571 

3,850,651 

728,441 

United Provinces 

23,787,745 

22,231,119 

1,656,626 

156,900 

Punjab 

11,306,265 

10,550,921 

755,344 

128,242 

Burma ...] 

6,756,069 

8,709,179 

3,026,337 

92,207 

Bihar and Orissa 

10,763,866 

! 15,281,315 

1,482,551 

123,915 

Central Provinces and 
Botes 

6,951,399 

6,367,771 

583, G28 ! 

56,612 

Assnm 

3,961,109 j 

3,523,715 

437,394 j 

67,253 

North-West Frontier 
Province 

1,229,316 

1, 151,232 

78,084 

15,857 

Baluchistan 

255,014 

227,181 

27,833 

8,330 • 

Ajmer-Mcrwara 

269,569 

224,908 

44,658 

8,792 . 

Coorg 

89,501 

72,542 

16,959 

2,389 

Delhi 

281,633 

236,244 

45,389 

14,271 

Andamans and Nico- 
bars 

20,793 

15,687 

4,606 

613 

Total British 
Provinces ' 

L26,872,116 ] 

110,341,463 

16,508,700 

1,998,193 
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III 

Distribution of Population according to Residence and 
Education. 

(BRITISH PROVINCES) 


Females. 


Province 

Total 

Population 

Illiterate 

Literate 

Literate in 
English 

Madras 

21,448,236 

20,994,401 

453,835 

44,289 

Bombay 

9,171,250 

8,945,737 

225,513 

89,737 

Bengal 

: 2,544,314 

22,140,364 

403,950 

44,720 

U. P. 

21,588,042 

21,455,796 

132,246 

18,339 

Punjab 

9,378,759 

9,300,611 

78,148 

11,293 

Burma 

6,465,223 

5,807,877 

625,706 

21,206 

Bihar and Orissa 

17,238,325 

17,134,617 

103,706 

8,147 

Central Provinces and 
Berar 

6,961,361 

6,911,696 

49,665 

6,124 

Assam 

3,645,121 

3,599,410 

45,711 

3,656 

North West Frontier 
Province 

1,022,024 

1,013,055 

8,969 

1,301 

Baluchistan 

105,634 

163,220 

2,414 

836 

Ajmor-Mervrara 

225,705 

t 

220,601 

5,104 

1,113 

Coorg 

74,337 

70,653 

3,684 

417 

Delhi 

206,555 

199,486 

7,069 

1,816 

Andamans and Nico- 
bars 

6,293 

5,657 

184 

57 

Total, British 
Provinces ... 

120,131,177 

117,963,181 

2,145,904 

202,951 
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IV 

Mortality and Birth Rales. 
(per ljOOO) 


Year 

Mortality Rate 

i 

Birth Rate 

British 

India 

Bombay 

Presidency 

British 

India 

Bombay 

Presidency 

1900 

38-91 

70-07 

36-58 

26-87 

1903 

34-91 

43 91 

38-96 

31-22 

1906 

34-83 

35-06 

37-80 

33-84 

1909 

30-91 

27-38 

36-65 

35-69 

1912 

29-71 

34-88 

38-95 

34-97 

1915 

29-94 

26-12 

37-82 

37-10 

1918 

62-46 

I 88-05 

35-35 

31-61 

1921 

30-59 

26-00 

32-20 

32-59 

1924 

28-49 

27-63 

34-44 

35-60 

1926 

i 

26-76 

28-55 

34-77 

37-05 


V 

Mortality in Certain Cities 


Madras 

1926. 

( por 1,000 of 

Population) 

44-3 

Bombay 



27-56 

Poona Oity 



43-47 

„ Cantonment 


... 

11-14 

Ahmedabad Oity 


... 

51-98 

„ Cantonment 

... v. 

• •• 

24-64 

Calcutta 


... 

34-7 

Benares Oity 


• » * 

57-68 

,, Cantonment 

... 


20-82 

Agra Oity 



53-39 

}> Cantonment 



16-85 

Lahore 


... 

33-68 

Nagpur 

... 


48-28 
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VI 

(A) 


Distribution of Indian Population at various Ages. 


Ages 

No. of Persons 
Crorcs 

j Ages 

No. of Persons 
Crorcs 

0-5 

3-9 

40-45 

1-9 

5-10 

4'G ! 

45-50 

M 

10-16 

3-6 

50-55 


15-20 

2-6 

55-00 

| 0*5 

20-25 

2-6 

60-65 

0-8 

25-30 

2-7 

65-70 

0-2 

30-35 

2-6 

70 & over 

0*5 

35-40 

1*8 

Total 

31'5 


In Western Countries. 
( Out of 1,000 inhabitants ) 




Under 15 

15-40 years 

40-60 years 

60 & over, 

Germany 

1900 

348 

395 

179 

78 


1910 

348 

400 

181 

79 

England 

1891 

357 

405 

170 

74 


1911 

307 

418 

195 

80 

Iroland 

1911 

296 

449 

154 

101 

Prance 

1906 

344 

303 

353 


Italy 

1911 

339 

368 

191 

102 

U. S. A. 

1910 

321 

490 

146 

43 
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( 0 ) 

In Sholnpur nnd Satara Districts of Bombay Presidency, 


Ago 

Sholapnr Diat 
Population 

0—1 

24,112 

1—5 

09,780 

5-10 

1,09,073 

10-13 

88,110 

15-20 

49,885 

20-30 

1,21,871 

30-40 

1,07,037 

40-50 

73,909 

50-00 

60,510 

00 and over 

47,091 

Total 

7,42,010 


Satara Dist. 
Population 
28,772 
99,479 
... 1,53,994 

... 1,24,407 

00,873 
... 1,34,137 

... 1,40,412 

... 1,07,874 

73,517 
68.794 


10,20,259 



CHAPTER IX. 


TRADE AND ECONOMIC TRANSITION. 


111. Transition The phase of economic evolution' described 
in the last two chapters is, in many respects, not unlike the position 
in England in the beginning of the era of the Industrial Revolution, 
and India has already started on the path of radical changes 
similar to those witnessed in that country in the early decades of 
the nineteenth century. This is not to say that economic develop- 
ments in India will be equally rapid and large-scale. "There was 
a perfect co-ordination, under the old Indian system, which 
now threatens to pass away, of economic functions in rural 
areas and also an exchange between the towns and the villages, 
though the latter weie much more isolated than they are now. 
Urban industries and trade were well developed, and arts and crafts 
flourished under the patronage of royalty, the nobility and the 
gentry, Indian home manufactures, like the British ones before the 
Industrial Revolution, “ although greatly developed, were still large- 
ly conducted upon the domestic system, and the small capitalist- 
artisan was a conspicuous feature of that time, just as the large 
mill-owner or iron master is of our own to-day. Manufactures were 
carried on by a number of small master-manufacturers, who gave out 
work to be done in the homes of the emyloyes and who often 
combined agricultural with manufacturing pursuits. But neverthe- 
less there were signs of the approach of the modern capitalist methods 
of production on a large scale." 1 The old Indian organization is 
now breaking down under the pressure of modern influences, — easy 
transport, use ofmachinary and power and foreign competition, — and 
the country is confronted with the problem of proper adjustment. 
The indigenous industrial system is in the throes of death and, it is 
to be hoped, of a rebirth ; and it is vital that the nature of this transi- 
tion should be clearly understood. A mere drifting into a new eco- 
nomic era is no less dangerous than desperate clinging to an old, 

1 Qlbbing : Industrial History of England. 
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effete industrial regime. The discredited Orthodox doctrine of 
individualism and laisscz fairc can not be accepted as a basis for 
public apathy. 

Capital is invested, labour is exchanged and industries are 
organized by people with a set purpose in view viz. to secure a 
livelihood. A person may pursue a hereditary occupation or chalk 
out a new industrial path for himself : the spring of action is the 
same, though it may be strong and effective in one case and weak 
and insufficiently fruitful in another. The extent and the very 
existence of industries is, however, limited by the market or the 
demand for their products. The organizer or worker can not start 
a new industry or continue an old one unless there arc consumers 
willing to take the goods produced in exchange for money or such 
commodities as he wants for himself. Mill’s famous dictum that * a 
demand for commodities is not a demand for labour, ’ is correct only 
on the now-exploded theory of the wages fund, and it is conceded 
that demand creates employment for labour by stimulating the 
investment of capital in industries. The consumer is, as it were, 
the master of the situation ; and the variety, the quality and 
the quantity of production is dictated by his fancies^ which are 
largely influenced by prevailing prices. The three classes of 
workers who cater for his wants have been mentioned on a 
preceding' page, and illustrations of the goods they produce 
have been given. The point we desire to emphasise here 
is about the severe competition winch prevails among producers, 
within and out-side the country, to satisfy the tastes of con- 
sumers. The latter can, of course, be controlled and regulated 
by moral and political considerations, sumptuary legislation, 
by prohibition and protective tariffs. But they are too strong to be 
mastered; and economic forces are bound to exercise a potent 
influence in the matter and should not be ignored. Take the cotton 
textile industry in India. The hand-loom weaver, the mill-owner 
in the country and the Lancashire and the Japanese manufacturer 
are all of them competing to capture the internal cloth market. 
The foreign manufacturer has the advantage of comparatively cheap 
machinery and capital, expert assistance, efficient management and 
extensive markets, and can land his goods in the Indian ports at cheap 


1 See page 245 above. 

42 




330 TRADE AND ECONOMIC TRANSITION 

freights. Success in such competition, internal and external, is very 
largely the key to the progress of industrial organization in India . 1 
How to produce cheaply and well as large a variety as possible, 
of those goods that are imported from abroad or are exclusively 
produced and are in demand at home, is the problem that requires 
solution. 

M2. Importance of Trade:— Trade is not, as is often 
thought, merely a pendant hanging on production, but is an essen- 
tial part of it, being bound to it both as a cause and as an effect. 
At every point, besides, it touches important elements of a nation’s 
economic life. Even in a partially developed societ3 r satisfaction of 
wants has to be effected by the bringing together of the consumer 
and the commodities demanded by him, and the economic function 
of trade lies in performing this task with the least cost. The trader 
assumes this role and society pays him for his services. The market 
is the sphere where sales and purchases are made through the 
trader, and the question of prices and speculation here comes in. 
The laws of supply and demand and monetary circulation and 
credit exercise their influence in that connection, and we comd 
upon problems of exchange, currenc3 T and banking as inextricably 
associated with trade. Means of communication and transport 
likewise play their part, and the localization, character and size 
of industries are determined with reference to them by the 
trader. We have an extension and complication of the above 
phenomena when trade expands beyond the limits of a nation, and 
the fiscal policy of the State assumes special importance, and one 
begins to doubt if the theory of international trade is the same as the 
one applying to internal exchange. Certain commodities have a 
particularly wide appeal and their sales and purchases, though 
effected on behalf of individuals and corporations, constitute a 
world market e. g. cotton and wheat. The community of persons 
who are thus brought together in economic intercourse and their 
operations form what German writers call “ Welt-wirtschaft '• or 
world economy. Cartels and trusts which override national boun- 
daries and are based upon agreements with respect to prices, limits 
of production and spheres of sale, are the most refined phase of 
modern large-scale trade ; and crises bcorae recurring phenomena in 


1 Boad of Ujo Cotton TcxttUe Tariff Board, 1927. 
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the financial world. Further, trade is not restricted to material 
goods and extends to claims to wealth represented by pieces of 
paper, and transactions in " futures " arc an interesting feature of 
modern trading. 

An ordinary person buys for personal consumption or for use 
in a factory ; the trader purchases in order to sell or acts merely as 
an agent for another, charging commission for his labour. Traders 
arc classed ns speculative buyers and sellers on a large scale, 
wholesale dealers and retailers. The demand for goods and the 
purchasing power of people increased manifold in western countries 
during the two generations preceding the War ; and the number of 
traders of all classes increased at a greater speed than the total 
population. The increase has been maintained since the end of the 
War. In Germany there arc to-day 420 persons in each ten thousand, 
engaged in the distribution of goods as against 334 in the year 1907. 
Similar increase has taken place in other countries, and India is no 
exception. This increase is due to (1) the use of new articles e. g. 
gramophones, cycles, cigarettes aud hundred and one other novel 
things, (2) the introduction of new methods of production, e. g. 
machinery, joint stock companies, industrial specialization &c,, (3) 
increase of population, and (4) the introduction of new sources of raw 
materials and of new markets. 1 The price which the final consumer 
has to pay for a commodity is some times twice or thrice what the 
original producer receives, the balance being absorbed by middlemen 
of various grades and sorts and in expenses on advertisement, 
insurance, warehousing, finance &c. Whether the community pays 
too high a price for the services of traders and other middlemen, 
must be judged from the advantage it derives from them as com- 
pared to the cost imposed. The intimate relation which binds trade 
to industrial development, is instructively brought out as follows : — 

" Wants in a mass require mass production. The latter, together 
with revolutionary changes in the means of communication, tends 
to concentrate manufactures in places where conditions arc favour- 
able to the cheapest methods of production. Techninal division of 
labour is introduced, machinery raises its iron head on all sides and 
improves its tools in a manner never conceived before. All this 


1 Prof, J. Hirsch in n Strukturwandlvmgen dor Deutsolion Wirtoscbaft. 
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increases the output of commodities to many times the quantities 
formerly produced in small, separate workshops. This circumstance, 
at the same tune, divides the original producer, the manufacturer 
and the consunmer from one another and places between them first 
provinces, then nations and lastly, continents and oceans." 1 

113. World-Trade and India In the present chapter, we 
shall describe and discuss the system of India’s trade, internal and 
external, with reference to its volume, direction and connection 
with indigenous industries generally, and its other aspects, fiscal 
and financial, will be dealt with in the succeeding chapters in 
appropriate places. The internal trade of a country is many times 
larger than the external, and this relation depends upon the density 
of population, size of a country and the state of the industrial 
development of the people. The more industrially advanced and 
prosperous a country is, the larger is its external trade, because it is 
through the latter that it obtains raw materials for its industries and 
secures markets for its manufactures. >. Intercourse with foreign 
countries, besides, consists in the exchange not only of commodities 
but also of services. The "Welt-wirtschaft" is a community of nations 
politically organized as independent entities (except, of course, subord- 
inate colonies) brought together by this intercourse and exchange 5 . 
The present form has been imparted to it by developments which 
have taken place in the course of the history of the last hundred 
years. The trade relations thus established, rise above national 
peculiarities of internal economic organization, e. g. complete State 
control of trade inside and outside Russia by the government of the 
Soviet Republic. 

World economy does not show the same free movement of 
goods and services between its parts as national economy between 
its members. Division of labour, ready supply of capital, facilities of 
communication and transport, currercy, credit and financial systems 
create differences which keep the two economies apart, though 
modern economic developments have tended steadily to bring nations 
together on the principle that each is equally interested in the 
prosperity of all. What strides international trade had made during 


^ J. Hirsch in “ Grundrlss dor N a t ion Elio lion o mile.” 

2 So ° " Woltwirtsohaft” by Sartorius Von Woltorsbauson. 
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the last fifty j-ears preceding the War, may be seen at a glance from 
the following figures. 1 — 



Value of 

World Trade. 


Years 

Million Dollars 

Years 

Million Dollars 

1800 

1,479 

1870 

10,663 

1820 

1,659 

1880 

14,761 

1830 

1,981 

1890 

17,519 

1840 

2,789 

1900 

20,105 

1850 

4,048 

1913 

40,420 

1860 

7,246 




This extraordinarily rapid increase in international trade was 
stimulated mainly by improvements in sea communications ; and 
developments in that respect are illustrated in the following statis- 
tics relating to shipping engaged in the world-trade : — 


World Tonnage of Ships over too tons each. 


Years 

Sailing vessels 
(1,000 tons) 

Steamships 
(1,000 tons) 

Railways 
(1,000 miles) 

1850 

11,470 

864 

24-0 

1860 

14,890 

1,710 

67-4 

1870 

12,900 

3,040 

139-8 

1880 

14,400 

5,880 

224-9 

1890 

9,166 

8,895 

390-0 

1913 

3,881 

26,517 

690-2 


Increase in telegraph mileage lias been equally rapid and exten- 
sive. In 1860, the mileage was 100,000 ; in 1900 1,118,000; in 1913, 
1,462,000. Trade per head of the world’s population was 376 
dollars in 1850, and it increased to 34-4 dollars in 1913. The share 
of different countries in this trade, of course, varied. For instance, 
while the per capita trade in 1913 amounted to £ 5 for the whole 
world, the per capita share of the British population was £ 29, 
made up of £ 12 for exports and £ ’17 for imports. The compara- 


1 The statistics given in this seotion have been taken from Hermann 
Levy’s “Dio Grundlagon der Welt-wirt-sohaft", 
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live shares of different countries are given in the following table as 
percentages of the total : — 

Percentage share in World-trade. 


Years 

1904 

1912 


1904 

1912 

: Europe 



In Australasia 



Great Britain 

18-0 

16*2 

Australia &c. 

2*0 

2*2 

Germany 

11-7 

12*6 

In America 



'Netherlands 

7-1 

6*8 

U. S. A. 

9*8 

9*6 

France 

8-7 

8*8 

Argentina 

1*7 

2*1 

Belgium 

6*3 

6-5 

Canada 

1*9 

2*6 

"Russia 

3-4 

3*4 

Brazil 

1*3 

1*6 

Austria 

3-5 

3*3 

In Asia 



Italy 

2‘S 

3*0 

India 

3*6 

3*5 

i Africa 



China 

-1*7 

1*6 

Excl. Egypt 

1*1 

1*2 

Japan 

1*4 

1*4 

Egypt 

0*8 

0*7 





The material of the world-trade consists mainly of articles of 
food e. g. wheat and meat, raw materials of industry, cotton, coal, 
oil &c. and finished products of various lands. It need not be 
pointed out how nations have come to be dependent upon one 
another in this respect. The vital importance of mineral oil in 
modern economic life is universally acknowledged. The following 
table gives the relative shares of countries in the world’s total 
production : — 

Mineral Oil Production 


(In Millions of Barrels of 42 gallons each) 



1913 

1921 

Percentage Share 

U. S. A. 

248*0 

472*0 

61*7 

Mexico 

25*9 

193*0 

25*3 

Russia 

62*8 

25*4 

3.8 

Persia 

— 

12 *3 

1*6 

East Indies 

11*9 

16*9 

2*2 

Rumania 

13*5 

8*3 

1*1 

India 

7*9 

8*0 

1*0 

Poland 

7*3 

5*1 

0*7 
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Wheal Production in igi 3 
( In Millions of Quarters ) 

In Europe 282,875 

„ America 143,030 

„ Asia 50,122 

„ Africa 10,424 

„ Australia 13,673 

Corresponding figures may be given for coal, iron, raw cotton, 
rubber, sugar and otlicr commodities which figure prominently in 
world-trade. India plays but a small part in the provision of these 
commodities, in relation to its size and population. Even in the 
case of raw cotton, the U. S. A. takes the lead, its share being 
nearly one-half of the total production of the world viz. 1 5 million 
bales out of 30 millions in 1913-14 and 11-6 millions out of 
20 -7 millions in 1918-19. India’s share was 3-6 million bales. 
The same remark may be made about wheat, coal and other goods, the 
striking exceptions being jute and tea. In the case of manufac- 
tures, there is, of course, no comparison between India and western 
countries. In supplying the world with manufactured articles, 
England takes the lead ; but Germany has fast developed in that 
direction, as will be seen from the following analysis of her export 
trade in 1913 : — 

German Exports 

Commodities Percentage of Total 


Raw Materials 

15*8 

Partly Manufactured goods 

10-6 

Manufactures 

61-0 

Food products 

12*5 

Living Animals 

0-1 


100 


The above account of the nature and the size of world-trade will 
prove useful in understanding India’s position in world . economy. 
We shall have occasion, as we proceed, to point out its , bearing 
upon the - economic development and prospects of India and to 
discuss the relation of world-economy to Indian national economy. 
In the mean while, ,we proceed to deal. -with the organization and 
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tendency of the internal and the external trade of this country, and in 
doing so we shall attempt to explain the relation of theory to practice 
in plain terms, 

114. Exchange : — Except in the early stages of economic 
development, the work of wealth-production is not completed till 
the commodity produced is exchanged for another, and if necessary, 
taken to a place where it will find purchasers. A worker may 
indeed conceivably produce for Iris own consumption, and not to 
speak of old times, in backward communities even at the present 
day, self-sufficing families and communities are not quite uncom- 
mon. But a division of labour and exchange of goods and services 
are found necessary as a community advances, and specialization 
and co-operation in the case of individuals and groups of individuals, 
characterise the progress of civilization. Production is prompted and 
governed by consumption; and as food and clothing are the chief needs 
of the rural population, the peasants can satisfy their ordinary wants 
without much resort to exchange, particularly if they make their cloth 
at home. But even the simple life and industry of the cultivator 
require the co-operation of other and different lands of workers e. 8 - . 
the makers of his plough, cart, ropes and water-lift, and he has 
to obtain the products of their labour by exchanging his own 
farm produce which, in its turn, satisfies the desire for food on 
the part of those artisans and craftsmen. Individuals exchange 
with one another the goods they have produced for other goods 
which they want and can not or do not produce themselves. 
When one commodity is exchanged for another without the in- 
tervention of a third, which is the measure of value, we have a 
case of barter, and the use of such a medium of exchange bespeaks 
the advance of a community to a money economy. Barter is a simple 
process, but it does not ensure easy exchange of forms of wealth 
offered and demanded ; nor does it enable an exact equivalence of the 
value of commodities being estimated. Hence the introduction of a 
common measure of all values, viz. money. As the individual was 
induced to exchange the products of his labour for those of others, 
on account of the advantage the transaction conferred on the 
exchanging parties, villages and towns could bo conceived as trad- 
ing with one another for a similar benefit. In the latter case 
likewise the exchange is between individuals ; it is only considered 
from the point of view 'of groups. This remark appphes to inter- 
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national exchange also, which, however, raises questions of com- 
mercial policy of special importance. 

The Indian village has, for centuries, been a self-sufficient 
community economically as well as administratively. It was fully 
organized for the production of wealth as much as for defence, and 
obtained by exchange with neighbouring communities only such 
commodities as it was impossible locally to produce for such goods 
as were in excess of local demand. In the village life of India, 
exchange is very simple and much of it is of the nature of barter. 
The cultivator will often buy his implements and clothes by exchang- 
ing the produce of his fields for them, and wages for a variety of 
services rendered by rural workers and servants are also paid in 
kind. Formerly, the revenue of government was likewise paid in grain; 
but the system of barter is fast giving way before the use of money 
and is now almost unknown in towns and large villages. A common 
measure of value and medium of exchange having recently come 
into greater use, a struggle for the possession of money as a ready 
means for the purchase of any desired commodity, is becoming 
universal except in out-of-the-way places to which advanced methods 
of trade and industry have not yet penetrated. It is impossible to 
over-estimate the advantages of exchange; and a comparison of the 
ease with which even a person of ordinary means can now-a-days, 
obtain a variety of articles, necessaries of life and luxuries, in his 
own locality, with the extreme difficulty experienced in the matter 
only a few years ago, will be instructive. Owing to facilities of 
exchange, villagers can now draw' upon the whole country, and the 
entire world is open to them for supplies. India's cotton, jute, tea, 
wheat, oil seeds and hides find customers in Japan, "England and 
U. S. A. and on the European continent, and foreign producers send 
their goods in exchange. This is not actual barter, how r ever, and the 
exchange does not directly take place between exporters and 
importers. People of one district import food grains, sugar, salt, 
cloth, kerosene oil, iron sheets and other articles from neighbouring 
or even distant districts and provinces. 

115. Markets and Fairs : — The w'ants of the rural popula- 
tion are so simple and few that it is scarcely w r orth while for a person 
to devote himself to catering for them by becoming an intermediary 
and by purchasing goods from producers and selling them to con- 
43 



538 


TRADE AND ECONOMIC TRANSITION 


sumers. The smaller villages are, therefore, without merchants and 
shops. On market days and when there are fairs, villagers go 
regularly to the neighbouring town, and all kinds of sales and 
purchases are made there. The markets provide facilities for 
producers and consumers, both to dispose of surplus goods and to 
procure the articles required. Here the artisans and agriculturists 
some times sell their goods direct to consumers, particularly when the 
quantities dealt in are small ; but the bulk of the transactions are 
executed through middlemen. In the larger villages, there are one 
or two shops for such necessaries of the rayat as cloth, vegetable 
oil, kerosene, chillies, salt and vegetable ; and luxuries such as 
sweetmeat, toys and sugar have to be procured from the neighbour- 
ing town. These can be had on any day or may be obtained from 
the market held regularly once or twice a week. At these markets, 
articles are available in sufficient variet) r and in the required 
quantity, and the prices also are reasonable. Cultivators, weavers, 
potters, and other producers take their goods to the market or fair 
where they meet buyers ; and middlemen and merchants also do a 
large business on market days. Cattle, butter, vegetable, fruit, 
cotton and woollen yarn, cloth, shoes, implements and tools, 
pottery, domestic utensils and numerous other objects form the 
staples of the regular markets some of which specialize in certain 
varieties of goods. 

Under the simple system of barter, villagers, whether cultivators 
or artisans, exchange the produce of their labour directly to satisfy 
their wants ; the cultivators obtain their cloth, shoes, earthen pots, 
and other necessaries from the village artisans in exchange for the 
baluta or fixed grain charge paid to them annually. This village 
system is, however, being steadily displaced, and payment in money 
is becoming common. A system of contract is thus being substitut- 
ed for one of custom. In markets and fairs, this is, of course, 
the usual practice. Every village of decent size, has a shop or two of 
groceries and this is a kind of a store, the only source of the supply 
.of articles of every day use to the villagers, other things being pur- 
chased on market days. The weekly or bi-weekly markets in certain 
places are of great size and attract sellers and purchasers from long 
distances. A taluka in the Bombay Presidency, with a population 
of about one lakh has, on an average, seven to twelve markets, whose 
dealings amountat a time from Its. 200 to Rs. 5,000. The market day 
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jg a busy day and also a holiday for the village folk. Families lay in 
a stock of necessaries to last them for a ■week. Ivnickknacks, holiday 
clothing, sweetmeat and other articles of luxury are generally 
purchased at fairs, most of which arc associated with religious or 
social festivals. It can hardly be expected that any one system of 
exchange should prevail in a country of such dimensions and econo- 
mic variety as India. Apart from the obvious distinction between 
rural and urban conditions, the Provinces have characteristic 
features of their own. Foreign trade, carried on to suit the modern 
system of trade, reacts on the methods of internal exchange ; and 
trade has also been adjusted to the peculiarities of local conditions. 
In Bengal, for instance, where the village organization is non- 
existent, there are no small towns and consequently there are few 
permanent shopkeepers, and the larger part of the exchange of 
articles ordinarily required by the household is carried out by the 
cultivators and producers themselves at the periodical country 
markets without the intrusion of any middleman . 1 In other parts 
of India, and particularly in Burma, the large proportion of the 
exchange is effected through persons who make it their special 
business to buy from producers and to sell to consumers, a few 
persons always preferring to do this on their own account. The 
latter, therefore, combine in themselves the double function of 
producers and salesmen; and the periodical markets or 'bazars’ furnish 
them with the facilities for the transactions. 

116. The Trader: — The hats and bazars of India are an at- 
tractive feature of her economic life ; and their existence and popul- 
arity are easily accounted for. Shops and stores bespeak a certain 
stage in progress; and any specialization and extensive division of 
labour in the sale of commodities are not possible in small places. It 
is only in big villages and towns that merchants and shopkeepers 
specialise in the sale of articles and play an important role in the 
rural economy; and in small towns, of course, the trader discharges 
a useful function. Like barter, direct exchange of goods between 
producers and consumers involves considerable inconvenience and 
loss. The farmer may not find customers to take the produce off his 
hands and may have to dispose of it at unremunerative prices. He 
can not stock it and can not afford to wait till there is sufficient 


1 Census Report, 1921, 
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demand for it. Similarly, in their capacity ns consumers, the culliv* 
At or, the craftsman and the labourer can not hope to be able to 
p rocurc their necessaries at the times when they are wanted and in 
quantities in which they are required, directly from the producers of 
those commodities, The trader here comes forward, ready to 
shoulder the risk, the trouble and the expense of obtaining, storing 
and supplying goods. There arc certain merchants who arc middle- 
men in the literal sense of the word and act as agents of their 
clients, and buy nothing on their own account; but they provide 
financial and storing facilities. This is a distinct sendee rendered to 
the community by the merchant, wholesaler and retailer, and receives 
its due remuneration. Current prices of commodities may include the 
profit of the middleman or trader, which amounts to a deduction from 
the value of producers’ goods. The merchant, however, adds to the 
utility of objects by collecting nnd distributing them for the 
benefit of consumers, and the producers also share in the resulting 
increase of value. The trader keeps a pretty large stock of goods 
ready to meet the normal demands of his customers whenever they 
may choose to buy. He procures his supplies direct from cultivators 
and from different commercial and industrial centres and retails the 
articles as they are wanted. 

A little more than 1 .» crorcs of people arc supported by trade 
in India, and out of these nearly 80 lakhs are actual workers, about 
one-third of them being women. One-half of the workers are 
engaged in trade in food stuffs alone. Trade was assigned as an 
occupation to the Vaishya class by the ancient Hindu law and 
custom, but in the social development of centuries, trade has been 
taken up by persons irrespective of their castes, Brahmins not 
excepted. The available means of transport set limits to the 
extent of trade, and pack animals and bullock carts have been 
commonly used in India for purposes of transport. Certain 
communities and castes have specialized in wholesale and re- 
tail trade and the Parsees, the Marwaris, the Baniyas, the 
Gujais and the Bohras may be mentioned as typical in this line. 
Railways, which now traverse the whole continent, have revo- 
lutionised the old system of exchange. Their net-work covers 
e whole country and has brought distant districts and pro- 

las(; CeS ' n C ^ 0SC CQntact w ith one another. Before the fifties of the 
s century, the means of communication in India were difficult, and 
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thougli commerce was maintained between north and south and 
east and west, it wss precarious and its volume was exceedingly 
small. Inter-provincial trade has enormously increased since then, 
and the surplus of one province and district goes to supply the 
deficiencies and needs of other provinces and districts while the 
country, as a whole, has been brought into direct touch with the 
outside world. This stimulus which the improvement of the means 
of communication, such as railways, steamships, metalled roads &c. 
has given, is most markedly seen in the wonderful development of 
the foreign trade of India. The machinery of import and export 
trade differs from that of internal commerce not in substance but 
only in size and complexity. 

117. Hncient Indian Commerce : — The sea-borne and 
foreign trade of India 1ms had a brilliant history. The valuable 
products of Indian workmanship and of the Indian soil, attracted 
merchants from all parts of the globe and the people of this country 
carried on a profitable trade with the most distant parts of the world. 1 
In fact, it was over-seas trade which made India so famous in ancient 
times. In the Vedas there are distinct references 2 to those ' who 
desiring wealth send ships to the sea ' and to voyages of ‘ parties, 
of merchants going on the ocean in ships with a hundred oars, 
to distant lands for sale and barter. ’ In Budhist literature there is 
frequent mention of internal trade routes traversing the continent 
along rivers and coasts, e. g. Broach to Burma and land roads. 5 
Kautilya speaks of the comparative advantages of water routes 


X “ From tho oarliost days, India has beon a trading country. The indus- 
trial genius of hor inhabitants, oven more than her natural wealth and hot 
extensive sea board, distinguished her from other Asiatic lands. In oontrast 
with the Arabian Peninsula on tbe West, with the Malayan Peninsula on the 
East, or with the equally fertile Empire of China, India has always maintained 
an aotive intercourse with Europe. Philology proves that the precious cargoes of 
Soloman’s merchant ships came from tho ancient coast of Malabar. The 
brilliant mediaeval republics of Italy drew no small sbaro of their wealth from 
the Indian trade. It was the hope of participating in this trade that stimulated 
Columbus to tho discovery of America and De Gama to the circumnavigation of 
the Capo of Good Hope. Spices, drugs, dyes and rare woods ; fabrios of silk 
and cotton ; jewols and gold and silver— those wore the temptations whioh 
attracted the first adventurers from Europe.” — Sir W, W. Hunter : The 
British Empire. 

2 P. T. Shrinivasa Iyengar s Life in Ancient India, 

3 Rhys Davids; Buddhist India, 
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and land routes and cart tracks and foot-paths, and disagreeing 
from his teacher, prefers the route leading to the south to one lead- 
ing to the Himalayas, -with the remark, " for with the exception of 
blankets, skins and horses, other articles of merchandise such 
as conch: shells, diamonds, precious stones, pearls and gold are 
available in plenty in the south. 1 2 * * * * ” The spices, timber and other 
products of South India were highly prized in foreign countries, 
and Indian luxuries were in great demand in Rome. The pros- 
perity of ancient Indian commerce is a matter of history, and it 
will be no exaggeration to say that the political development of 
the nations of Europe, and therefore of the whole world, has 
been shaped by the competition of European powers for the mono- 
poly of Indian trade. The position of India was thus simply unique.* 

From the time of Darius when 'India’ was a satrapy of the 
Persian Empire to Alexander the Great’s invasion of the Punjab, 
from the Mauryan period of Indian history to the palm} 7 days of the 
Roman Empire, from the fall of Rome to the Crusades and from 
the Holy Wars to the struggle for trade monopoly, of Portugal, 
Holland, England and France, India’s communication with Western 
Asia and Europe was maintained along sea and land routes, and 
Indian harbours on the western and eastern coasts were ever alive 
with trade in indigenous products like diamonds, pearls, spices, 
ivory, cloth &c. India received payment largely in precious metals 
from the West. The foreign trade was carried on for centuries 
through Persia, Mesopotamia and Asia Minor and over the Arabian 
sea from and to ports on the Malabar coast. The share of southern 
India in this foreign trade, was naturally considerable. The history of 
India’s external trade during the seventeenth and eighteenth centur- 


1 Artbashastra ( Shama Sbastri’s Translation ) page 368. 

2 »• Wo shall bare amplo evidence to shosv that for full thirty centuries 
India stood out at the very heart of the Old World, and maintained her position 
ns one of the foremost maritime countries. She had color.ios in Pegu,!oCatn- 
hodia, in Java, in Sumatra, in Borneo and even in the countries of tbo Farther 
East as far as Japan. She had trading settlements in Southern Chinn, in the 
Malayan Peninsula, in Arabia and in all the chief cities of Persia nnd all over 

the east cost of Africa. She cultivated trade relations not only with the coun- 
tries of Asia hut also with the vrholo of the then known world, including the 

countries wider the dominion of the Roman Empire, and both tbo East and the 

' «st became tho theatres of Indian commercial activity and gave scope to her 

Cava! energy nr.d throbbing international life"— Radhakumud Mukcrji t A Hls- 

c-ry o Indian Shipping and Maritime Activity, 
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ics, is ft record of the commercial rivalries and of a struggle for trade 
supremacy among the Portugues, the Dutch, the French and the 
English. One after another, these rivals dropped out, and the Bri- 
tish East India Company remained master of the field. "Just before 
the first half of the eighteenth century, the English had to face the 
open hostility of the French ; and the history of trade is merged in 
that of territorial acquisition, tiil in 1813 the trading functions of the 
Company in India were brought to a close, except so far as the 
monopoly of trade with China was concerned and this also ceased 
in 1 83 3. 

The volume of India's foreign trade in the beginning of the 
nineteenth ccntiny, was comparatively very small. The European 
adventurers had not been able to penetrate the interior of the coun- 
try and there were no facilities for such impenetration. “It was in 
fact practically impossible to penetrate inland or to draw thence to 
the coast an}' of the products of the interior ; and even if facilities 
had existed for local traffic, it would have been impossible in the 
conditions of navigation which then existed, to convey to Europe at 
a profit the bulky articles of low value which now maintain great 
fleets of ocean steamers and are the staples of Indian trade.”® The 
monopoly of the trade and the disturbed nature of the internal state 
of the country, were additional causes which limited the dimension 
of the foreign trade. The East India Company, however, selected 
precious cargo which fetched enormously high prices in England, and 
the dividend it give in 1832 was 150 per cent. 

118. Under Company Rule: — The Mahomedan and Hindu 
rulers did not and could not devote much attention to the develop- 
ment of foreign trade. European traders secured' concessions from 
them and established their ‘factories' at various ports. Abul Fazl 
describes a number of these busy ports, and referring to the coast 
of Gujarat, remarks ; "Through the negligence of subhedars and 
their officers, several of the sirkars are in the possession of the 
Europeans ; amongst the number are Dummun, Surjaun (St. John), 
Tarapoor, Mahum, and Bussy (Bassien), winch are cities and em- 
poriums.” 1 * 3 The country produced such a variety of wealth that it 


1 Imperial Gazetteer, Vol. IIT, pago 259. 

3 Imperial Gazetteer, Yol. III. 

3 Ayneo Akbari. 
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was not felt necessary to exchange indigenous produce for foreign 
imports to the same extent as it was in European countries which 
vied with one another to obtain the valuable products of India. The 
rulers were self-centred and were concerned more with the stability 
and prosperity of their own dynasties and kingdoms than with the 
foreign trade of the country as a whole. As Sir W. W, Hunter 
remarks, the British rulers were not temple builders like Hindu kings 
or palace builders like Mahomedan nabobs and emperors, or fort- 
builders like the Maratha warriors, but they were essentially builders 
of commercial towns, and their talent lay in selecting and develop- 
ing centres of trade. In the hands of the British East India Com- 
pany, which had become a territorial and sovereign power by the 
beginning of the nineteenth century, foreign trade steadily increas- 
ed in dimensions. At the beginning of the eighteenth century the 
value of exports from India hardly amounted to one million £, but 
by 1 834 it exceeded £ 8 million. 

Under the rule of the Moguls and the Maratlias, internal trade 
continued to be carried on in the old way. Big caravans conveyed 
goods from one part of the country to another and one class of 
traders specialized in this traffic. Abul Fazl describes various 
centres of industry and the kind of trade that was carried on with 
them. Speaking of the subha of Malwa he says that ‘ this province 
is so fertile that it supplies both the Deccan and Gujrat with grain/ 
Agra, Allahadad, Burhanpur and other large cities are described as 
industrial centres where craftsmen of all denominations congregated 
and produced a rich variety of articles. Among the commodities 
imported into Oudh from the Northern mountains, the following are 
mentioned Gold, copper, lead, musk, cow tails, grapes, pepper, 
wax, woollen cloths, wooden ware, amber, rock-salt and glass toys. 
The 3 r were brought on the backs of men, horses nnd goats. Owing 
to the vastness of the country and- the large variety of the products 
of its industries, internal trade was practically international trade. 

The Industrial Revolution in England which meant the intro- 
duction of steam power and machinery and consequently the pro- 
duction of cheap articles on a large scale, synchronised with an 
industrial revolution of a different kind involving the stagnation and 
decline of the industries of India, which were reflected in and assist- 
ed by India's foreign trade. Indian trade was opened to European 
private merchants in 1 81 3, and during sixteen years after that date, 



RAILWAYS AND IRRIGATION 


Hi 

the I. E. Company's trade averaged £ 1,882,71 8 annually, while 
private trade averaged £ 5,451,452 annually. 1 This unfortunate 
revolution in the character of the foreign trade of ‘ India was 
disastrous to her industries. The people were steadily driven 
from their handicrafts to the plough, and agriculture tended 
to become the sole support of an increasing population. 
The unsatisfactory economic condition of India to-day, when 
our exports consist mainly of raw materials and our imports of 
manufactured goods, may be traced to this revolution. How the 
position of India as a producer and exporter of cotton piece goods 
was reversed, may be seen from the following figures relating to the 
import of Indian cotton goods into England and the export of 
English cotton goods to India : — 

Cotton Piece Goods imported into Great Britain from the East 
Indies : — 


1814 


1,266,608 

Pieces 

1821 

... 

534,495 

?? 

1828 

... 

422,504 

V 

1834 

• •• 

306,086 



British Cotton Manufactures exported to India 


1814 

1821 

1828 

1835 


818,208 Yards. 
19,138,726 „ 

42,822,077 „ 

51,777,277 


119 Railways and Irrigation:— While this reverse process 
was in operation, imports of British cotton goods had to pay a duty 
of only 3i- per cent.; and the corresponding imports into England 
were subjected to a duty of 10 per cent. Owing to the defective 
character of the means of communication in India and the heavy 


1 " The proooss of the extinction of Indian manufactures wont on, however, 
under the new arrangements ; in 1813 Calcutta exported to London two 
millions sterling of ootton goods, in 1830 Calcutta Imported two millions 
sterling of British ootton manufactures. The first import of British ootton 
twist into India was in 1823; in 182f it was 121,000 lbs,; in 1823 it roso to 
4,000,000 lbs. Woollen goods, copper, lead, iron, glass and earthen ware were 
also imported. British manufactures wore imported into Calcutta on payment 
of a small duty of 2J per cent, while the import of Indian manufactures into 
England was discouraged hy many duties ranging up to 400 per cent, on their 
value.” — R. O. Dutt ; “ India Under Early British. Rule, ” page 293. 

44 
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freights which had to be paid on exports abroad, the development of 
trade was indeed very slow. 1 * * * * * A policy of vigorous improvement of 
communications and the construction of railways, was commenced in 
the time of Lord Dalhousie and was pursued in spite of financial 
difficulties. Interest on railway capital guaranteed to companies or 
raised by Government, was paid out of revenue, and 'cotton roads' 
were pushed on with rapidity. Indian railways were, at their incep- 
tion, mainly strategic and political and also helped to create a 
wider market for British manufactures. Fed with the free trade 
doctrine which had become the economic creed of England and 
goaded by the self-interest of Lancashire, Government was anxious 
to open the country by means of railways and roads in order to 
facilitate the export of India’s raw products and the imports of manu- 
factured goods, regardless of the consequences to the economic 
future of the Indian people. The needs of irrigation which should 
have been pushed forward with equal, if not greater, enthusiasm and 
vigour, were ignored though they were, even at that time, pressed 
upon Government’s attention. Facility of transport was desirable; 
but it was equally if not more desirable that the productivity of the 
soil should have been ensured and directly enhanced. But railway 
extension was, for years, Government's great obsession, and irriga- 
tion was treated with comparative neglect. , 

The assumption of the government of India by the Crown made 
no change in policy ; and the question was pointedly raised more 
than fifty years ago. The author of “The Indian Problem Solved” 
put it thus : — "Does India want railways or irrigation works ? Can 
railways provide water for India’s land when land is thirst} 7 and 
hard baked, or provide drainage for preventing floods ? Can railways 
produce food grains and other agricultural produce, as it is created 
by water from irrigation works? Can famines be prevented in 
India to any extent to be compared with irrigation works ? The 
answer to all these questions must be in the negative”. The hasty 
extension of railways, unaccompanied by other measures of economic 

1 “ The progress of the trade continued, however, to be comparatively 

8 ow, owing to the natural obstructions which remained after the company bod 

established its rule over much of tho Indian continent. During the first half 

co *° ceDtury roads -woto non-existent except where thoy had been 

over rootod military purposes ; oil these great routes all traffic was carried 

Q yntnotalied tracks impossible during tho monsoon. ” — Imporial 

gazetteer, Vohiu, page 2S1. 
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improvement, had disastrous effects upon the indigenous industries, 
and therefore, on the productive capacity of the people.’ A number 
of devastating famines were needed to bring home to the mind of 
Government the importance of irrigation. It appears to have been 
thought that the introduction of rapid means of transport and n 
vigorous external trade conferred a substantial benefit on the people; 
and it did not dawn upon the authorities that India was not a 
new country which awaited the advent of the exploiter for its 
economic development. 

120, Features of External Trade:— The steady growth of 
India’s sea-borne trade will be seen from the following figures : — 

Sea»borne trade 

Imports, ' Exports, 
including including 
Average Years treasure re-exports. 

(Crorcs of R 9 .) 


1834-5 

to 

1838-9 

7- 32 

11-32 

1839-40 

to 

1843-4 

10-45 

14-25 

1844-5 

to 

1848-9 

12-21 

16-99 

1842-49 

to 

1853-4 

15-85 

20-02 

1854-5 

to 

1858-9 

26-85 

25-S5 

1859-60 

to 

1863-4 

41-06 

43-17 

1864-5 

to 

1868-9 

49-31 

57-66 , 

1869-9 

to 

1873-4 

41-30 

57-84 

1874-5 

to 

1 S78-9 

48-22 

63-13 

1879-80 

to 

1883-4 

61-81 

80-41 

1884-5 

to 

1888-9 

75-13 

90-28 

1889-90 

to 

1893-4 

88-70 

108-67 


1 " Tho ostrnordinnry rapidity with -which the construction of railways in 
India was achieved, produced au eoonomio revolution in that country which 
like all revolutions, was not unaccompanied by suffering. The obligation to 
save lifo in times of drought.and the necessity of linos of strategic utility (for 
it was the mutiny whioh gavo the first real incentive to construction ) have been 
tho oauso of the rapidity ; and it has had for effeot the destruction of tho 
native industries and tho concentration of labour on that very employment to 
whioh droughts are the'moat 'dangerous. Had strategic or economic considera- 
tions allowed the change to he moro gradual, it is conceivable that greater 
powers of resistance might hav 3 been shown by tho native industries, that the 
lessons of tho West might have beon taught before destruction was inevitable, 
bo that labour might have drifted to other occupations as well as to agriculture.” 
— Loveday : Indian Famines. 
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Exports, 




Imports, 

moulding 




including 

re-exports 


Average Years 

treasure and treasure. 




(Crores of Rs.) 


a 

1 894-5 

to 1898-9 

88-59 

113-93 

a 

1899-1900 to 1903-4 

110-69 

135-59 

V 

1904-5 

to 1900-9 

156-00 

875-35 

)) 

1909-10 

to 1913-14 

198-87 

232-54 


1914-15 

to 1918-19 

198-32 

233-13 


1919-20 

to 1923-24 

320-21 

319-65 

Year 1926-27 


282.35 

313-26 

)) 

1927-28 


296-44 

333-40 


The characteristic features of this development of trade which 
arrest attention, are (1) the enormous increase which has taken 
place in the volume and the value both of imports and exports. The 
expansion is primarily due to the opening of the Suez Canal, the 
improvement of shipping and railway transport and the economic 
progress of foreign countries which want India’s raw materials and 
exchange for them their own manufactures. (2) The old staples of 
export and import have entirely been replaced by others. The rare 
and valuable products of India, manufactures as well as raw 
materials, which were in demand in foreign countries, have 
now given place to such raw materials and food grains as are 
required in those countries for purposes of manufacture and 
food. The imports consist mainly of manufactured goods which 
go to satisfy the newly acquired tastes of the people or are substi- 
tutes for articles formerly turned out in this country. The exports 
of textiles, sugar, coffee, indigo, shawls and silk have fallen off and 
those of cotton, jute, tea, rice, oil-seeds and hides and skins have 
increased. Cotton, woollen and silk cloth, machinery, motor cars, 
watches, glass, steel, matches and sugar have been imported in growing 
quantities. (3) The annual excess of exports over imports has steadily 
increased so that the balance of trade is normally largely in favour 
of India. Bulk of this excess represents the 'Home Charges’ which 
this country has to pay annually in England, the remuneration for the 
services of foreign bankers, shippers and insurance companies, the 
profits of European merchants and firms and the savings of European 
officials, remitted to England. (4) The balance of the excess is 



WAR AND FOREIGN TRADE 


349 


received in India in the form of gold and silver. (5) The net 
imports of the precious metals, particularly of gold, have steadily in- 
creased during the past few years. Though they appear to be abso- 
lutely large, it can not be said, however, that they are excessive in 
view of the huge population of this country. (6) The imports of the 
precious metals also point unmistakably as much to the economic 
backwardness and low standard of living of the people as to their 
peculiar habits and social customs ; and they have assumed special 
importance owing to their intimate connection with the currency and 
exchange system of India and the monetary situation practically of 
the whole civilized world. (7) Bulk of the imports, about 50 per cent., 
come from the United Kingdom which, however, takes only 25 per 
cent, of our exports. (8) The profits of this trade, very largely, and 
the gains derived from shipping, insurance, banking &c. connected 
with it, wholly fall into tho hands of Europeans. (9) By its 
effect on consumption and production, foreign trade has brought 
about a social no less than an economic revolution. (10) Internal- 
ly, it has tended to establish a new equilibrium of supply and 
demand, and therefore, of a new division of labour and localization 
of industry and the equalization of prices over large areas. (11) 
In view of the economic backwardness of the country and the low 
standard of living of the people, the amount of foreign trade per 
head of the population is small in comparison with western countries, 

121. War and Foreign Trade: — The period of war was na- 
turally a time of abnormal conditions, and the years that immediate- 
ly succeeded its close, witnessed a boom in foreign trade quick- 
ly followed by depression. A slow transition to the normal then 
set in, and the per-war state was almost reached in a few years. 
The course of the world-trade has shown a similar tendency. The 
distraction of the world-wide struggle and India's direct participation 
in its prosecution, had the effect (1) of curtailing the quantities of 
imports, (2) stimulating exports of war necessaries, (3) raising the 
prices of commodities and the values of foreign trade and (4) check- 
ing the inflow of silver and gold. (5) The huge profits made during 
the war years engendered a spirit of speculation, and (6) high hopes 
were entertained of the industrial possibilities of the post-war period. 
(7) The anticipations of prosperity, which may be seen reflected in 
the imports of machinery and manufactured goods on a large scale 
and at high "prices, were cruelly disappointed. (8) Imports which had 



350 


TRADE AND ECONOMIC TRANSITION 


been ordered in expectation of industrial activity poured into the 
country but exports were not in sufficient demand in outside countries, 
owing to economic and financial depression. (9) The balance of 
trade, usually favourable to India, became suddenly adverse for a 
time and there was a net export of gold ! (10) Foreign exchange, 
which had soared to unprecedented heights, collapsed with a thud 
and uncertainty prevailed on all sides. These features are brought 
out in the statistics given below. (11) Attention may be drawn to 
one other fact, and it is the relative position of foreign countries in 
Indian trade. During the war, enemy countries naturally lost all 
their share in it, and Germany has been steadily recovering the 
ground. U. S. A. and Japan increased their shares in Indian trade, 
and the United Kingdom’s portion was slightly reduced. 


Foreign Trade ( In Crores o/Rs.) 



TO 

-4J 

u 

O 

P< 

B 

TO 

1 

Of 

IS 

Total Mer- 
chandise 

Treasure 

Imports 

Treasure 
i Exports 

Treasure 

Net imports 

Grand total 

Gold-Net 

Imports 

Quinquennial average 





' 


1 

431-42 

28-15 

1909-10 to 1913-14 

151-67 

224-23 



8-32 

38-88 

Quinquennial average 

. 


31-77 

431-45 

7-88 

1914-15 to 1918-19 

159-25 

225-83 




In the yoar 1919-20 

221-70 


557-73 

78-24 

13-68 

64-56 

649-65 

35-33 

n i» 1.920-21 

347-58 

267*76 

615-32 

34-76 

26-17 

8-50 

676-27 

2-11 

» „ 1921-22 

282-5 

248-6 

531-2 

SI- 3 


12-2 

,581-6 

2-8* 

,, „ 1922-23 - ... 

246-1 


562-2 

62-5 


60-5 

628-8 

41-1 

„ „ 1923-24 

237-1 

368-3 


53-2 


49-5 

657-4 

29-1 

„ „ 1924-25 

253-3 


G53-G 

99-2 

5-1 

94-0 

757-9 

73 9 

i» i> 1925—26 in 

236"0 

386-8 

622-8 

55-4 

3-6 

51-6 

682-1 

34-8 

„ 1927-28 

261-5 


591-8 

34'9 

3-1 

31-7 

629-8 

18-1 


* Not exports. 

The following table shows the values of the imports and exports 
of merchandise, based upon the declared values in 1913-14. It 
illustrates the slow recovery of trade to the pre-war dimensions on 
the export side and in a less marked manner in the imports and 
t e old equilibrium ultimately in both. 
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(In Crores of Rs.) 



1913-14 



1923-24 

fgggg 


Imports 

183 

101 

124 

137 

143 

181 

Exports 

244 

198 

182 

250 

246 i 

- 248 

Total (oxoluding re- 


299 ^ 

306 

387 

389 j 

429 

exports) .. ! 

427 


122. Industrial Revolution-The relation between trade and 
national industries is intimate since the success of the latter is condition- 
ed by the size of markets for goods produced and by the supply of 
raw materials, both of which are dependent, to a considerable extent, 
on the machinery of exchange. Trade likewise puts foreign manu- 
facturers in competition with national industries at the same time as 
it creates outlets for the latter’s output. The rapid development of 
trade throughout the world has revolutionized the economic systems 
of almost all countries, in the east as well as in the west, and pro- 
foundly influenced their industrial organization. The competition 
set up by trade between producers has stimulated the growth of 
industries in some places and depressed and destroyed them in 
others, creating a fresh adjustment from time to time. The change 
in India from a position in which there was a healthy co-ordination 
of the agricultural and non-agricultural industries, of course on a 
basis comparatively narrow in view of the huge dimensions of modern 
trade and industries, to a condition in which the country has become 
a big market for the sale of Western, ( now Japanese also,) manu- 
factures and a field for the production of raw materials to be mani- 
pulated in foreign factories and mills, is a case of retrogression which 
is responsible for the 'decadence and poverty of the people . 1 The 
position of dependence and helplessness was accentuated by low 
sea freights and the extension of railways, which threw into disorder 
the old economic organization by bringing the factories of England 
into destructive competition with the handicrafts of India. The 

1 “The great Indian Depundonoy of England bad, duriDg this century, come 
to supply the place of the old colonies. This Dependency has come to be regarded 
as a Plantation, growing raw produce to be shipped by British Agents in British 
ships, to be worked into fabrics by British skill and capital, and to he re-exported 
to the Dependency by British merchants to their corresponding British firms in 
India and elsewhere. The development of steam-power and mechanical skill, 
joined with inoroased facilities of communication, have lent strength to this 
tendenoy, and as one result of tbo ohange, the gradual realization of this groat 
dependency and the rapid deoadenco of native manufacture and trado became 
distinctly marked. Even now the danger is not ovor. Ranade : Essays in 
Indian Economics. 
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spread of western education and ideas, the creation of new wants 
and tastes among the people, the introduction of modern forms of 
administration and changing conceptions of life generally, likewise 
played their part in bringing about the unfortunate development. 
All radical changes adversely affect the condition of large sections of 
the community, and the period of transition is one of difficulty and 
even of distress. The peculiarity of the position in India is that 
readjustment and recovery were long delayed, that the people help- 
lessly drifted into an unhappy economic state and that improvement 
has been extremely slow. 

The industrial revolution in England which meant the substitu- 
tion of machinery in the place of manual labour, the application of 
large masses of capital to wealth-production by professional 
‘enterprisers’ and the conversion of autonomous -workers into factory 
hands, did not fail to produce results of this nature. But readjust- 
ment took place in the course of a generation and the revolution 
left the people in a far better condition than before. It meant the 
predominance of manufactures over agriculture and an enormous 
increase in the quantity of wealth created and in foreign trade; ft 
required and led to freedom of trade on account of the urgent 
demand for cheap raw materials and food and open markets for the 
disposal of manufactures ; and it signified increased national capacity 
for wealth-creation and augmented national dividend. But the 
industrial revolution which occurred in this country on the establish- 
ment of British rule, brought about not only the reversal of the charac- 
ter of India’s import and export trade and the consequent disturbance 
in the harmony and co-ordination between agriculture and manu- 
factures but the decline of handicrafts and other industries and the 
resulting unemployment, impoverishment and demoralization of the 
people. 1 The growing imports of foreign manufactures and export 


1 “The economic revolution -which took place in Eogland was tbo result of 
indigenous forces, and, as in tho case of aU external changes which correspond to 
internal activities after a period of disturbance daring which capital and labour 
shifted to now spheres of action, a new equilibrium was established. Capitalists 
who were deprived of the old sorts of investment found new ones offered to them, 
workmen who found old industries failing moved to a much larger world of work, 
r?* {“.India tho upper classes have lost many of their old sources of incomo as 
numlnistrators, soldiers and publio servants of various sorts, while the rayat 

old ^ componsat,n S source of income in the new -transport service and 

arn w aStries ’. apa , rc ^ rom “SricuUure which employed millions all over the country. 
£acUltwli Er K u . y destroyed by foreign competition, which has boon actually 
“f tho ravat* S taxos to tho amount of thirty millions sterling squeezed out 
called 3T n P°°“>t to pay for improved communications cupbomistically 

Revolution oflndia 1 ' 0 Conntry fo fcc « trade.”— A. K, Connol : The Economic 
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of raw products precluded healthy economic development and 
brought about stagnation and deterioration. The rayats and crafts- 
men were left to fight the economic revolution in the best way they 
could. In England they won ; in India the battle has been lost. 
Population grew at a rapid pace, but its productive capacity did 
not show a corresponding increase. The English-educated classes 
found employment in subordinate government service in the earlier 
years, and latterly they have crowded the learned professions, with 
the result that the door of remunerative employment is shut in their 
faces. The artisan and worldng classes too, like other sections of 
the population, were confronted with the problem of unemployment. 
Leaders of Indian thought were driven to attribute this state of 
things to the material and the moral 'drain’ which was associated 
with British rule in this country. 

The public works policy of Government, which was directed 
to the rapid construction of railways and other means of communi- 
cation and the use of big steamers for the conveyance of goods and 
of the Suez Canal as the trade route to India, joined to the mistaken 
enthusiasm of Government for free trade which was utterly unsuited 
to the condition of India, aggravated the situation ; and it will take 
years to foster a counter-revolution in the conditions which develop- 
ed in the course of the nineteenth centnry. The self-interest of 
British manufacturers saw nothing wrong in this exploitation of 
India, and economists lent the support of their theories to the self- 
complacency of rulers who congratulated themselves and the 
country on the economic progress which they strove to promote. It 
has been shown in previous chapters how growing population has 
been pressing upon the soil, how farming is being carried on in an 
uneconomic way, how the long-established domestic industries have 
been disorganized and their place has not been effectively taken by 
other forms of wealth-creation and how unemployment, under- 
production and under-feeding are sapping the vitality of the people. 
This is a veritable economic revolution in the life of the community,’ 


1 “ In some parts of India, this change in the relation of the people to tho 
land has taken plaoa before our own eyes. Thus in Bengal, there was in the 
last oentury more cultivable land than there were husbandmen to till it. A 
hundred years of British rule has reversed the ratio; and there are now in some 
districts more people than there is land for them to till. " — W. W. Hunter’s 
British Empire, page 85. 

45 
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But famine and poverty %vere believed to be natural calamities ; 
disproportionate growth of the population was put down to the 
stupid social customs of the people ; economic maladjustment was 
attributed to individual and collective lethargy ; foreign trade 
flourished, railways were extended, new and heavier taxes were 
levied, the currency system was changed, prices steadily rose and 
public finance was made prosperous. The administrators saw 
everything that they had made, and, ‘ behold, it was very good ! ' 

123. Theory of Exchange:— The whole theory of interna- 
tional trade is based on the reciprocal advantage exchange confers 
on nations trading with each other. A division of labour thus arises 
among nations which begin to specialise in particular industries for 
which they are best fitted owing to natural or acquired advantages. 
In the early stages of their economic development, families and na- 
tions were, more or less, self-sufficient. But this self-sufficiency 
was found to be wasteful, and specialization was gradually substitut- 
ed for it. By concentrating its energies and resources upon the 
production of goods which it can produce at the least cost and 
exchanging them for commodities which are produced under similarly 
favourable conditions by other nations, a community benefits itself 
and those nations because production takes place under the most 
economical conditions and the benefit is shared by all. From the 
point of view of pure individualistic economic theory, international, like 
internal exchange, is obviously beneficial. International exchange is 
only the extension of the exchange between individuals, districts and 
provinces of the same country. Two nations exchange products 
with each other because that operation confers an appreciable 
benefit on both. Trade arises between countries, as between 
individuals, on account of the relative and not the absolute advan- 
tage that results from it. Comparative costs constitute the under- 
lying principle of trade, and specialisation reduces production costs. 
England may produce wheat more cheaply than Russia, but she 
will produce other articles still more cheaply and will, therefore, 
exchange the latter for wheat imported from Russia. Japan imports 
a large quantity of raw cotton from India and on the same principle, 
exports to this country an increasing proportion of cotton manufac- 
tures in competition with the locally made articles. 

Iho doctrine of the beneficence of exchange is, however, 
subject to important limitations in its application to actual condi- 
ious. The question will be dealt with at length in the next 
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chapter. It is sufficient here to point out that free international 
exchange may, under certain circumstances, lead to economic 
development that is undesirable from more than one point of view. 
In the first place, “ the so-called system of the territorial division of 
labour by which the orthodox economists assign to the backward 
torrid zone regions of Asia the duty of producing raw materials and 
claim for the advanced European temperate zone countries the work 
of transport and manufactures, as a division of labour in production 
which is fraught with the liighest advantage to all and is almost a 
providential dispensation, against which it would be foolish to rebel,” 1 
is not such an inevitable necessity or a beneficent arrangement. 
Secondly, the process of the change of the division of labour creates 
unemployment and distress among large numbers of people whose 
loss is not made good by gain which may accrue to a few others. 
Thirdly, the economic readjustment which follows such an interna- 
tional division of labour doss not stand upon the same footing as 
the changed tendencies of exchange between individuals, classes 
and communities within the same political unit. Within a country, 
what one part loses another gains ; they supplement and co-operate 
with each other. There is internal migration and a readjustment 
of distribution. But this does not happen in international trade. 
Emigration is not free and easy, and the distribution is not fair and 
equitable. The cosmopolitan ideal militates against the nationalism 
of peoples who are anxious to conserve their industries in the midst 
of international competition and struggle for supremacy. Fourthly, 
the ruin of a nation's industries caused by free international exchange, 
may be an exhorbitant price to pay for the advantage of obtaining 
foreign commodities cheap. The loss in productive power may be 
much greater than the gain represented by cheapness of foreign goods 
secured in excliunge for home produce. Lastly, though it is true 
that commodities will not be exchanged unless the parties concerned 
secure benefit therefrom, the advantage may be temporary and 
illusory, being counterbalanced by serious detriment which is not 
equally and immediately obvious. The cultivator in Berar, for 
example, has extended cotton cultivation at the cost of jawar, with 
the result that while he obtains more cash by sowing cotton, the 
production of food for human beings and of fodder for cattle has 
been reduced. This reacts detrimentally on the condition of the 


1. Ranado : Essays in Indian Eoonomios. 
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“ mt 7 though thc disadvantage may not be apparent. After 
a meai . ,s t0 a » cnd > and not an end in itself ; and a na- 
„ 3 ° scc to international exchange leaves a balance of 

permanent good to its people as a whole. 

124. Effects of the Revolution -.-Without anticipating thc 
discussion of the problem of protection, winch is dealt with in the 
ext chapter, and while ex-plaining the effects of the growth of foreign 
ra c, ve iavc to point out how in the case of India, the purely 

econotruc revolution ushered in by the establishment of active com- 
ercial relations with the outside world, went on side by side with 
ar reac nng c langes in the social and the administrative system of 
ie country. eing deprived of its share in government, the middle 
° S \ S enterprise, initiative and energy; and considerable 
, " as a vCn ° ut og ^ ie country for the support of European civil 
rvan s and soldiers. But the laisscz fairc doctrine was in the 
ascendant, the claims of Indians to equality of opportunity in their 
own country, were ignored, and the trustees who managed India's 
a airs for the good of her people were content blindly to trust natural 
laws, freedom of exchange and unrestricted competition to work them- 
se ves out, without noticing the ruinous consequences of their policy. 
h.ven dire famines, diseases, starvation and heavy mortality and the pro- 

InduSS?Si°^ a ™ ne ^missions did rouse them to action. 

ustnal skill deteriorated, the peasantry was impoverished, the mid- 
dle class declined in influence, indebtedness grew and there was an 
all-round weakening of the muscles of enterprise and production.! 

I "We are often tola that one of the advantages : : — 

zjt x sir jst r*» " L —t 

and a change from a many-sided system theT T * 

billed iahour'invo^vin'K as'its nfi^rR^ 0111 G °’ dS ° f Iabour to of **- 

their standard of life and comfort consequence a distinct deterioration in 

the condition and reswnrces'of^n'mMJi^ means t° UB a fearful falhng off In 
fokly progressive community ; ihSiitmt^T’ thB ba ° kb ° ne of every 

total national provision for t ~T m ° aiDS io US a dangerous contraction of 
nndvvide-reaching oCalfaJ ‘ Population, changes all of a grave 

flQ n highly detrimental to tu f ° B most dlsastr0U3 economic revolu- 
entlre nation." — q. “° TaI ’ 30C,al and intellectual well-being of the 

* * Joshl 8 Citings and Speeches, page 651. 
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There has been such a strong revulsion in the mind of economic 
students against the rigidity of the theory of international exchange 
referred to above, that even in England, the stronghold of orthodox 
views on this question, many conversions have taken place lately to 
the other side which emphasises the view of national, racial and im- 
perial considerations so often ignored by abstract reasoners. A writer 
observes *. — “ And the practical conclusion of it all is, (and it might 
be inscribed as a maxim over a nation’s portals in letters of gold, that 
in the game of commerce which is being played between nation and 
nation — “Never sacrifice an instrument of production to a foreign 
nation for the sake of merely cheaper products of the same kind of 
instrument but better which they possess but which you do not ; but 
do as you do at home and sacrifice it only to the acquirement of the 
superior instrument of production itself, which cheapened that pro- 
duct — if you can get it." 1 2 In the industrial revolution which occur- 
red during the last century in India the indigenous producers lost 
their instruments. They had no opportunity to adjust themselves to 
the new conditions, and their loss was not the gain of the other classes 
in the country but went to strengthen the economic position of foreign 
nations, they themselves being left to drift helplessly and be stranded 
on the rocks and shoals of economic ruin. The lessons taught by 
the experience of the world war to England where conditions are 
peculiarly favourable to a policy of free trade and the action taken 
by the British Government in connection therewith, throw an inter- 
esting light upon the unwisdom of the policy of Indian rulers regard- 
ing our industries and trade for over a century. The relation of 
trade to industries has been effectively brought home to the mind of 
the government in this country only during the past few years. 
The reader will have perceived the bearing of the discussion of this 
subject here on the view we have propounded* that Economics is a 
social science which has to deal with men as members of a commu- 
nity, bound together in a nation and a State and not merely as 
individuals each pursuing his private aim of personal gain. 

125. Trade Statistics: — The characteristic features of India’s 
foreign trade have been summarised in a preceding section; and we 
may now proceed to illustrate them by giving a few statistics. An 
effective demand abroad for India’s raw produce and food stuffs 


1 Beatio Crozier : Tho Wheel of Wealth, 

2 See Appendix to Chapter II, 
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gives rise to this exchange; and payment for tlic exported goods is 
received by this country in the shape of manufactures and the 
precious metals. Cotton, jute, oilseeds, rice, wheat, tea and hides 
and skins constitute the staples of export; while cotton cloth and 
yarn, machinery, railway plant, sugar, motor vehicles, mineral oil, 
hardware, paper and matches represent the bulk of the imports. In 
order to indicate the nature, the size and the direction of foreign 
trade it will be convenient to show the shares of the principal articles 
of import and export and of the countries with which the trade is 
carried on: — 


I — Principal Articles. 

(a) imports (percentage of proportion to 

THE TOTAL IMPORTS OF MERCHANDISE) 



1903-14 
| Average 

1914-19 

Average 

1921-22 

1923-24 

1925-26 

1927-28 

Cotton and Cotton 

35 

3G 

21 

29 

29 


Manufactures 





Iron and Steel and other 

7 


8 

8 

8 

Metals 







Machinery and Mill 
work 

4 


13 

8 

7 

Sugar 

9 

■9 

10 

7 

7 


Railway Plaut 

4 

5 

7 

5 

2 


Hardware 

2 

2 

O 

2 

2 

2.1 

Mineral Oil 

3 

3 

3 

4 

4 

4.4 

Silk, raw and Manufac- 

2 

2 

2 

1 

1 

2.0 

turos 





40 

38 

Other Articles 

33 ! 

33 

34 

35 


(B) EXPORTS (IN PERCENTAGES OF TOTAL VALUE) 


Jute, raw and Manufac- 

19 

25 

24 

18 

26 

26.4 

tures 







Cotton, raw and Manu- 

15 

16 

19 

31 

28 

17.7 

factures 






13.4 

Food grains, pulses and 
flour 

Seeds 

21 

17 

5 

15 

13 

11 

6 

8 

9 

8 

8.3 

Tea 

6 

8 

7 ! 

9 

MM 

10.1 

Hides and skins, raw ... 

7 

8 ! 

12 

2 

mm 

2.7 

Other Articles 

21 

20 

25 

16 

16 

22 
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II — Distribution of Indian Trade {1927-28.) 



i 

Exports 

Imports 

Not Imports (- ) or 
Net Exports (+ ) 


Croros of Rs. 

Crores of Rs. 

Crores of Rs. 

United Kingdom 

82 

119 

-37 

Other British Possessions 

1 

50 

17 

+ 33 

Total British Empire ...I 

132 

!3G j 

-4 

Europe 

88 


+40 

U. 8. A. 

37 


+17 

Japan 

29 i 


+11 

Other Foreign Countries 

43 

28 

+15 

Total Foreign Countries 

197 

114 

+83 

Grand Total ■. 

329 

250 

+79 


Ill — Trade with Pi incipal Countries. 

(A) IMPORTS (IN PERCENTAGES ,OF TOTAL) 



1913-14 

1925-26 

1926-27 

1927-28 

United Kingdom 

04.1 

51.4 

47.8 

47.7 

U. 8. A. 

2.6 

6.7 

7.9 

8.2 

Japan 

2.6 

8.0 

7.1 

7.2 

Java ... 

5.8 

6.2 

62 

5.9 

Germany 

6.9 j 

5.9 

7.3 

6.1 

Belgium 

2.3 j 

2.7 

2.9 

3.0 


(B) EXPORTS (IN PERCENTAGES OF TOTAL 


United Kingdom 

23.4 

21.0 

21.4 

25.0 

U. S. A. 

8.7 

10.4 

11.1 

11.1 

Japan 

9.1 

15.0 

13.3 

8.0 

Franoe 

7.1 


4.5 

4.9 

GormaDy 

10.6 


6.9 

9,9 

Belgium 

4.8 


2.9 

3.3 
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The relation between exports and the estimated total produc- 
tion of certain principal crops is given in the following table:— 

Percentage of Exports to Production. 


Crop. 

Pre-war 

Avcrago 

War 

Average 

Post* Wat 
Avcrago 

Year 

1924-25 

! Year 
j 1927-28 
i 

Rico 

9 

5 

5 

7 

8 

Wheat 

14 

9 

3 

18 

4 

Tea 

96 

89 

95 

91 

90 

Indigo 

40 

44 

27 

16 

17 

Rape and Mustard 

23 

8 

19 

23 

8 

Linseed 

73 

63 

59 

69 

63 

Sesamum 

25 

8 

6 

6 

2 

Groundnut 

35 

12 

19 

27 

24 

Cotton (raw) 

56 

51 

61 

55 

46 

Jute (raw) 

51 

31 

48 

48 

47 


PRINCIPAL CLASSES OF ARTICLES, 

I — Imports ( Crores of Rs. ) 


i 

Pre-War 

Average 

War 

! average 

Post-War 

Average 

1924-25 

1927-28 

1 Food, drink and 

tahaooo ... 

21*8 

i 

26-0 

37-8 

36-4 

37-2 

2 Raw Materials : Pro- 
duce and Articles 
mainly unmanufac- 
tured 

10 0 

9 8 

19-0 ! 

| 

21*0 

25-5 

3 Articles wholly or main- 
ly Manufactured ...; 

111' 7 

108-2 

192-5 

185-5 

182-6 

4 Living Animals 

4 

•5 

•2 

•3 

•3 

5 Postal Articles not 
specified ... 

, 

1'6 i 

i 

2-7 

4'4 

3-4 

4-0 

Total 

219-4- 

147-8 

254-0 

240-6 

249-8 
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PRINCIPAL CLASSES OF ARTICLES. 

11 — Exports ( Crores of Rs. ) 


1 Food, drink and 
tobacco 

62’9 

59-5 

59-6 

105-4 

. 83-8 

2 Raw Materials and 
Articles mainly Un- 
manufactured 

104*6 

| 

86*4 

145*9 

J 

1 

192*0 

144-3 

3 Artioles wholly or main- 
ly manufactured 

! 50'6 

08-4 

77*9 

84-2 

87-5 

4 Living Animals 

•3 

*2 

*3 

*3 

*4 

5 Postal Articles 

•0 

1*3 

2-5 

2-6 

2-9 

Total ... 

219-4 

215*9 < 

236- 3 

384*6 

319-1 


The vaules of principal articles of import and export are 
separately shown in the following tables : — 

I— -Imports ( In Crores of Rs. ) 



Pre-War 

Average 

War 

Average 

Post- 

War 

Average 

1924-25 

1927-28 

Cotton, raw 

1-0 

*4 

2-1 

4-2 

6-7 

Cotton yarns and manu- 
factures 

52-21 

52-38 

71-1 

82-3 

65-1 

Iron and Steel and manu- 
factures 

12.4 

101 

21 3 

18-9 

21-4 „ 

Sugar ...i 

12-9 

.14-5 

19-5 

20-9 

14 9 

Machinery ...I 

5-6 

5-1 

21-6 

14-1 

159 

Oils, vegetable, mineral 
and animal ... ! 

3-9 

4-2 | 

8-2 

9-6 

11*0 

Railway plant and rolling 
etook 

4-8 

29 

10-5 

6-0 

4-7 

Cutlery, hardware &o. 

3-1 

2'7 

3-7 

49 

5-2 

Vehicles (excluding loco- 
motives for railways) ... 

-1-74 

1*62 

6-2 

4-41 

7-6 

Paper, paste board and 
etationery 

1-82 

2-02 

3-4 

3-0 

3-0 

Soap 

*7 

•9 


9 m 

1*6 

Provisions and Oilman’s 
Stores 

2-2 

2-2 

n 

H 

6.4 


46 
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II— Exports (In Crorcs of Rs.) 


Cotton, raw and waste ... 

33 27 

36'68 

64-73 

9T22 

47-72 

Jute, raw 

22 20 

12 80 

19 5 

29-0 

30-6 

Cotton, yarns and menu- 



17-7 

11-28 

8-6 

laotures 

1140 

11-72 

Juto *} u •• 

20 24 

40*19 

1 

43-16 

5T76 

53-5 

Grain, pulso and flour ... 

45 81 

$7 41 

32-82 

65-0 

42 9 

Toa 

13-06 

17 54 

20-92 

33-39 

32-4 

Seeds, including oil nuts ... 

24 36 

12-17 

23 53 

33-1G 

26-6 

Hides and skins, raw 

10 31 

9 88 

9 45 

6-77 

8-8 

„ ., tanned or 

drossod .. 

4-29 

719 

6 24 

7-28 

919 


126. advantages of Trade:— The fact that the large bulk of 
the imports and only a small proportion of the total exports o 
merchandise consist of manufactured articles, is a positive proof t wt 
Indian people lack the opportunities, the aptitude, the enterprise, t re 
capital, the skill and the organization that are required to turn t e 
indigenous raw materials into finished products. It represents so 
much loss of productive power and dependence on a single industry 
which is subject to the operation of the law of diminishing returns. 
The expanding imports of manufactured goods and the . growing ex- 
ports of raw products are often taken as a welcome indication o tie 
steadily increasing purchasing power of the people, and therefore, o 
material prosperity. This may be true of a newly settled and sparse- 
ly populated country where land is abundant, and farming and cattle- 
breeding are profitably carried on. But as applied to India, t ie 
conclusion is subject to important reservations because the character 
of its import and export trade also means the displacement of the 
indigenous industries by foreign manufactures and the inability of 
indigenous enterprise and labour to keep pace with economic needs 
and development. Jute manufactures and tea which bulk so large 
in the export statistics do not, besides, owe their prosperity to Indian 
capital and enterprise and cotton yarns and manufactures which do, 
have shown a decline instead of expansion on the export side. 

The volume of foreign, like internal trade, depends upon the nature 
and the’size of indigenous industries, agricultural and manufacturing, 
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the comparative costs of production and the relative purchasingpower 
of exchanging nations. It is a common, and indeed an uninstructed 
belief in all countries that imports of manufactures and exports of raw 
materials are detrimental to the best interests of a community. 
There is similarly a strong prejudice in the popular mind in India 
that foreign trade has proved the ruin of this country. This 
notion is partly based upon the fallacy which sees advantage accru- 
ing only to one of the parties to an exchange transaction and 
looks upon exports as goods thrown away without a return and 
imports as a tribute levied by the foreigner. But a moment’s 
reflection will show that though false as a generalization, it is not, 
in certain conditions, without a substantial basis of truth. Excessive 
or increasing exports are not always a sign of prosperity as growing 
imports may not be an indication of indebtedness and poverty. In 
the case of India, the expanding exports of raw materials represent, 
in large part, the payment of various kinds that have to be made 
abroad. They consist of the Home Charges, payment of interest and 
remittance of profits by foreign bankers, merchants and manufacturers 
carrying on business in this country. Little of the foreign trade 
of the country is in the hands of Indians and the gains of European 
shippers, planters, miners, bankers, millowners &c., sent abroad, take 
the form of commodity exports, for which there is no return. A por- 
tion of these profits coming back to be invested in industrial and 
commercial enterprise is, in effect, foreign capital not controlled and 
used by Indian industrialists. India’s foreign trade will be decidedly 
profitable to her people if a larger part of the raw materials were 
worked by them in the country and the profits of industry and trade 
remained in their hands. 

These are considerations which ought not to be ignored in 
drawing conclusions from export and import statistics of India ; nor 
should the disadvantages of foreign trade be, however, exaggerated. 
The country must import articles which it wants and yet can not 
produce or produce cheaply, and must export indigenous products 
which are relatively plentiful and for which there is a demaud in 
foreign markets. Indian staples like cotton, jute, tea, oilseeds, hides, 
rice and wheat command high prices abroad, and we can buy with 
these exports a larger variety and quantity of foreign goods, conducive 
to the progress and comfort of the people. The purchasing power and, 
therefore, the wealth which the sale of raw and manufactured jute 
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brings to the cultivator in Bengal and of cotton to Bombay and Berar, 
is undeniable and production of these in large quantities itself turns 
upon the possibility of a market for the output. The very progress 
of indigenous industries requires machinery which can not be 
manufactured in the country and has to be imported from abroad ; 
and as imports of such a beneficent character have to be paid for by 
exports, a restriction of either will obviously hamper economic 
development. The same is true of social, cultural and political 
progress which calls for the import of articles of foreign manufacture. 
If increased exploitation of indigenous raw materials, e. g. sugar 
cane and cotton, leads to restriction of foreign trade, the result 
will not be ■'unwelcome. As a matter of fact, increased internal 
industrial activity stimulates, instead of reducing, trade because it 
augments general economic power. It is obvious that the export 
of full3 r or partially manufactured articles gives more employment 
to a people than that of raw materials. As regards recent 
developments, when allowance is made for the increased prices of 
the imported articles which are purchased with the exports of steadi- 
ly growing aggregate value and for the fact that these profits are, to 
a considerable extent, intercepted by merchants, shippers, bankers 
and other middlemen, it must be admitted that the people as a 
whole, including cultivators, who grow the commercial crops, have 
derived only a limited advantage from foreign trade. The producer 
has been indeed able to make some unexpected gain during the past 
few years, through increased demand for his staples and high prices, 
though his cost of production and of living has gone up all round 
and has thus partially offset the betterment. It may, therefore, be 
concluded that foreign trade must not be commended or condemned 
merely on a superficial view of import and export statistics ; and its 
character, beneficial or otherwise, must be judged on the evidence 
of a balance of advantage or disadvantage to the country’s interest 
taken as a whole. 

127, Balance of Trade: — International trade is, in the 
ultimate analysis, mere barter : exchange of goods for goods or 
services, the precious metals being remitted or credit given for the 
balance. India does not receive payment for the whole quantity of 
her exported merchandise in the shape of merchandise imports ; and 
” ^ 1C balance due to her is paid, in part, in the form of precious metals 
because these are in demand in the country as merchandise for use in 
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jewellery and because it is a cheaper and a more convenient means for 
foreign countries to liquidate their debt to this country. A portion of 
the balance is, in effect, retained abroad to meet India’s obligations in 
Great Britain. On account of the volume of silver which has flowed 
into the country for years, India has been called a ‘ sink of silver, ' 
and her imports of gold before and after the war, have attracted the 
attention of the whole world, owing mainly to the peculiar impor- 
tance of the yellow metal to the banking and currency systems of 
western nations. India’s 'favourable’ balance of trade is an important 
characteristic of her economic, financial and currency organization. 
The normal excess of exports over imports arises chiefly from 
a steady demand for India’s raw materials for use in foreign 
manufactures, e. g. raw cotton in Japan, and India’s position as a 
debtor country and her standing obligation to meet the ‘ home 
charges. ' The balance remained high even during the war as a 
result of reduced imports and the controlled large exports of goods 
badly required to assist the prosecution of the war, higher prices of 
commodities making up for quantitative decrease. The following 
figures represent the comparative values of the exports and imports 
of merchandise on private account during the pre-war quinquennium, 
the five years of the period of war and the post-war years : — 


Excess Exports ( Private Merchandise , including re-exports ) 
(in crores of rs.) 


Years 

Exports 

Re-exports j 

. i 

Imports 

Balance 

Pro- War Period 


1 

! 


(1909—1914) 

War-Period 

219*5 

4*6 

145*8 

78*2 

(1914—1919) 

Post-War Period 

215*9 

8*1 

147*8 

76*3 

(1919—24) 

286,3 

15*6 

248*8 

53*1 

1924—25 

384*6 

13*5 

243*1 

155*0 

1925—26 

374*8 

10*4 

224*2 

161*1 

1926—2? 

SO 1*4 

8*0 

229 0 

79*4 

1927-28 

319*1 

9*5 

i ! 

246*7 

81*9 


On the close of the war, came the boom, and the pendulum of 
the trade balance violently swung from an excess of exports to an 
excess of imports ; and normal conditions were slowly restored only 
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after the expiry of two years. Wo shall deal at length with the nation's 
nocount of debits and credits in the chapter on foreign exchanges where 
the 'invisible' imports and exports will be taken into consideration 
and a final national balance sheet will be drawn up. It is enough 
for our present, purpose to confine ourselves to the balance of trade, 
in which account is taken almost exclusively of the 'visible* items of 
trade in imports and exports. The recovery of the normal balance 
mentioned above, is brought out in the following table in which plus 
( + ) signifies net export and minus ( — ) net import : — 

Visible Balance of Trade. 


(In Crores of Rupees) 


! 

i 

! 1922-23 ! 

: 

1022-24 

1925-2G 

1926-27 

1927-28 

i 

Export*) ot Indian merchan- 
dise (Private) 

Ro-oxports of foreign raor- 
oliaudiso (private) 
Imports of foreign merchan- 
dise. (privato) 

! +299T | 
+15-1 

— 224*3 

4048 8 

4 13-3 

— 217-3 

4374 8 

4 10-4 

— 224-2 

+301*4 

4 8-0 

— 229-9 

319-1 

4 9-5 

- 246-7 

Balanoo of trade in mor- 
ohandise (privato) 

490-0 

4144-8 

41G1-1 

4 79-4 

9 

^■4 

oo 

4- 

Gold (privato) 

— 41-8 

— 23-1 

— S4-S 

— 19-4 

— 181 

8Hvor( „ ) 

— 28-1 

— 18-3 

— 17-1 

— 19-7 1 

— 13*8 

Currency Notes (private) 

— • 0 

~ 1-0 

■01 

— -01 

— *02 

Balanoo of transnotions in 
treasure (privato! 

Total visible balance of 
trade 

— CO’S 

— 48-6 

— 51-8 

— 39-3 

— 32-1 

4 29-75 

4 96-2 

4109-2 

+ 40-1 

+ 49-7 


128. India’s alleged Gold-Hunger The normal excess of 
exports over imports of merchandise is paid to India, so far as it is not 
set off aganist 'invisible' imports, in the shape of services of various 
kinds, through the Secretary of State's drawings; the Government of 
India s purchase of sterling bills and the imports of the precious 
metals , and large quantities of gold, along with those of silver, have 
us been recently absorbed in tills country. We give below figures 
^presenting the imports of the precious metals into the country. 

. ring war, the belligerant countries put embargoes upon the ex- 
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ports of these metals of which the supply was hopelessly inadequate 
to the insatiable demand created by the enormous expenditure of 
governments, aud trade finance was rendered difficult. The Indian 
government, as will be shown in detail in a later chapter, imported 
huge quantities of silver into the country to satisfy the unprecedent- 
ed demand for rupees which had to be put into circulation in order 
to provide the currency required by prevailing high prices and the 
huge war disbursements. It also imported gold, for the same purpose, 
in 1920-21, to the tune of Rs. 11 crores. Just after the close of the 
war, as has been pointed out above, India’s position with respect to 
the normal favourable balance of trade, was suddenly reversed, and 
in the course of the two years 1920-21 and 1921-22, India exported 
gold of the total value of Rs. 38 crores ! The following table shows 
the imports and exports of gold and silver on private account, for a 
series of years : — 

Private Trade in Gold & Silver ( In Crores of Rs. ) 



Gold 

Silver 

I 

Netlmportsf-) 
Net exports 
(4.) Gold 
& Silver. 

Imports 

Exports' 

! 

Imports^ 

( 

Exports 

Average of Pre-War Period. 

32-7 

S'9 

10-8 

3-6 

-36-0 ' 

Average of War Period. 

10-6 

2-9 

4-5 

1*7 

—10-4 

Average of Post-War Period, 

21-5 

9-0 

14-1 

2'6 

—24-0 

Year 1924-25 

74-2 

■3 

24-2 

4-2 

—93-9 

„ 1925-26 

352 

•3 

19-8 

2-7 . 

—52-0 

„ 1926-27 

19-5 

•1 

21'6 

1*8 

—39-1 - 

„ 1927-28 

18'1 

•0 

16-4 


—31-9 ■ 


During the nineteenth century, when India had the silver 
standard, she imported the white metal in larger quantities than the 
yellow, but since the introduction of the gold standard in > the 
beginning of this century, the country has shown greater favour to 
gold. The heavy imports of the precious metals into India is an 
interesting economic paradox as it appears to be incompatible , with 
the poverty of her people. But in view of the large population of 
the country, its illiteracy and economic backwardness, its lack of 
opportunities for industrial progress, its system of currency and 
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exchange and its very poverty, this absorption of gold and silver is • 
not to be wondered at. It must be admitted that people will derive 
immense benefit if the gold could be used as capital for the industrial 
development of the country,' If the gold hoard of Rs, 142 crores 
mentioned in the foot note, had been smoked away in foreign cigars, 
drunk away in imported liquor or used in buttons and watch chains 
would the critic have objected ? Probably not. This subject has been 
already dealt with on a preceding page and more need not^be said with 
regard to it in this place. The precious metals are usedin considerable 
quantities in the ‘arts’ in all the countries of the world, advanced as 
well as backward, and there is no reason why Indians should not be 
allowed, without adverse comment, to consume, per head, gold and 
silver, in amounts which are taken by people elsewhere. The addi* 
tions which the U. S. A. made to its stock of gold during the war, the 
ease with which that nation released 300 milli on ounces of silver for 
the use of Great Britain and India, its reported post-war gold 
holdings worth 1,200 crores of rupees and the recent gold drawings 
of France from the Bank of England at the cost of considerable 
embarassment to the latter, are facts which should be noted in this 
connection. It is the world's currency demands that are chiefly 
responsible foi the complaints against India's absorption of the 
’ precious metals, chiefly gold. 

Some of the gold coming into the country is, even under exist- 
ing conditions and in the absence of good banking, probably 
used for productive purposes. But the users are so scattered 
and the amounts falling to their lot are so small that the gold does 
not make much impression on the industrial situation. Much of 
the imported gold is undoubtedly used for jewellery, but it is an un- 
just exaggeration to harp upon India’s insatiable hunger for gold. 
"With reference to the allegation that ‘an undue proportion of the 


1* “It would seem that India Is hoarding mors than formerly, if by hoard- 
ing is meant the non.produotive use of the yellow metal. It is used chiefly in the 
form of ornaments, and as is well-known, roost of the gold is imported in small 
ara to meet a demand in the same way as piece-goods are imported...This 
accumulation of the precious metals is far greater than would be necessary to 
^tie railvrays, schools, colleges &o. which are required at the present 
■no. If the gold absorbed In each year had been invested in railways at the 
or maty rate of 4 per cent, the interest alone would amount to Ks. 13 crores per 
w t ^ S asgresate to 0761 Us- 143 crores. Had this been so invested 
t_ e ° woa * 3E,VB a great increase in production with a very considerable 
ease m well-being."— msviow of the Trade of India for 1913-14, 
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world's gold supply is absorbed by India/ the Babington Smith 
Committee on Indian Currency came to the deliberate conclusion 
that the quantity of gold taken by India, was not disproportionately 
large in relation to her economic condition. 1 2 The imports of gold 
have been on a comparatively small scale during the last few years, 
as the table on the prccedingpage will show. The net imports declined 
in 1926-27 toRs. 1 9*4 crores and in 1927-28, to Rs. 18 crores, as 
compared with Rs, 34-8 crores in 1 925—26.® The aim of Government's 
currency and banking policy in India has recently been the 
demonetisation of gold and the discouragement of its non-monetary 
as well as monetary use. 

129. Conditions o! Beneficent Trade The advantages 
of exchange and the value of the services rendered by traders to 
producers and consumers, have been pointed out in a preceding 
section. The degree of benefit conferred by trade will, however, 
depend on the nature of its organization and on the methods by 
which it is carried on, as these determine its effects on industries 
and the material well-being of communities. From this point of 
view, the remote and imperceptible consequences of trade, external 
and internal, are more important to a nation than the immediate 
advantages. Well-organized trade creates markets for goods which 
would not be produced without it or would be wasted ; and its 
contribution is thus equivalent to the production of additional wealth. 
What is the social cost of external and internal trade, is a question 
that merits careful consideration. The close contact into which 
India has been brought with the producing and consuming centres 
of the world is the source of a distinct gain. If Indian exports 
enable the people to buy more of foreign commodities which are 
calculated to contribute to their progress and well-being, foreign 
trade must be a blessing, and the expansion of this trade is to be 
welcomed and fostered. This elementary principle is undeniable. 


1 Report, para 63. 

2 The Review of the Trade of India for 1937-23 has the following comment 
on this point:— “The 1924-25 imports were exceptionally large as the gold 
value of tho rupee was high and, consequently, prices were low. In 1925-26 
also this reason operated to some extent and imports were fairly high, but in 
the last two years the demand has fallen off considerably. In normal 
conditions, it seems unlikely that India’s absorption of gold will recover again 
the pre-war level as tho investment habit iB growing in India." 

47 
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The chief point, however, which has to be considered here is whether) 
without any diminution of external trade, there will not be greater 
production of wealth and a larger number of people will not 
benefit if some of the raw materials now exported to foreign 
countries to be received back in the form of manufactured articles, 
could be utilized in India and gavG scope for the development of the 
talent, skill and enterprise of Indians themselves, thus increasing 
their purchasing power and capacity to absorb imported goods. 
Were it not for this aspect of the question, there would be no 
international struggle for the capturing of markets, pushing and 
dumping of manufactures and a keen struggle for the safeguarding 
of national industries. 

Modern machinery of trade is so extensive and complex that in 
many respects it robs the freedom and ease of exchange of its 
beneficent character. As an occupation, trade offers great attrac- 
tions to people and there is intense competition among traders of 
different graded to secure its gains. While this competition makes 
for cheapness, on the whole, it tends likewise to the creation of rings, 
monopolies, adulteration and the fixing of prices at high levels to 
the detriment of the consumers. It appears as if greater activity is 
shown in the distribution than in the creation of wealth, and the 
consumer has to pay a higher price for the services of traders than 
he may reasonably be expected to do. Wholesale dealers in large 
towns and commercial centres arc now well organized, and trade 
in various commodities is specialized. Concerted action is taken 
for the protection of their own interest by bodies of merchants. 
There are thus numerous associations, all-India, provincial and local) 
like the European and Indian Chambers of Commerce, the associa- 
tions connected with trade in piece goods, cotton, jute, wool, rice, 
sugar, tea, grains, hides and skins, iron and steel, paper, matches and 
associations of persons engaged in trade in general. Retail traders 
are not so organized though they arrive at some kind of under- 
standing as regards such matters as prices in places where there is 
competition. Producers and wholesale dealers have to engage the 
services of brokers, < Adatyas ' and ‘Dalals’ and other classes of 
middlemen like the guarantee brokers or the banians ’ on Calcutta 
side, whose remuneration adds to the price the consumer has to pay 
or reduces the price which the producer should have received, 
according to the state of supply and- demand. Customs of trade 
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vary, but the middleman seems to have made himself indispensable, 
almost everywhere, and the small producer and consumer are at his 
mercy. 

Through railways and ocean-going steamers, the Indian cultivator 
has been brought into close touch with foreign markets. But between 
him and the foreign consumer stand a number of middlemen who eat 
into his profits. There are many villages in India which still enjoy 
their splendid isolation as of yore. They consume what they produce 
and produce what they consume. There is little surplus produce to 
dispose of and there is likewise no effective demand for outside goods. 
Means of communication are wanting or are defective and the people 
live in a world of their own, their horizon being limited to an area 
of a few miles around. But the interior is now everywhere being 
slowly penetrated by the trader who carries off to the commercial 
centres all the produce which is in demand elsewhere in the country 
or abroad. Producers of raw produce and food grains are poor, 
ignorant and unorganized and can not make the best of what they 
can offer for sale. The cream of the trade is carried away by the 
exporters and shippers who are armed with extensive resources and 
employ a large number of agents ; and the middlemen also levy their 
tribute and the cultivator has to be content with what he is paid. 
This state of things is changing but slowly and the districts swarm 
with traders and their agents who are out to make profit even by 
speculation. Merchants perform a double function and are often 
divided into classes according to their special lines of business. 
They collect raw produce and procure and distribute manufactured 
goods. The quantity of the latter is comparatively small and the 
armies of middlemen are more concerned with raw materials and 
food produce. 

130. Trade Organization : — Take trade in raw jute as an 
example. The cultivator sells his stuff toa'bepari,’ or petty dealer who 
has received advances from a'mahajan’or broker (arathdar). The latter 
sells to the representative of a large exporting firm or mill and the 
prices are regulated by the condition of the market, external and 
internal. The “higgling of the market" is generally one-sided, and the 
buyer generally scores over the seller. Cotton, wheat, oilseeds, hides, 
£he staples of our export trade, are all handled in the same way. 
They are rushed along the high roads and by rail and river to the 
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big ports of Calcutta, Bombay, Madras and Karachi, and an,, exten- 
sive machinery is employed for moving the crops to their destinations. 
Some of the prominent towns, conveniently situated in each district, 
become the collecting centres for agricultural produce which is 
carried in carts and bundles by the cultivators for sale. Goods so 
brought to the local merchants, are weighed and are immediately 
paid for at the current prices, quotations for which are daily received 
from the ports. Agents of exporting firms are on the look-out for 
raw materials and food produce which are in demand abroad and put 
these on the rails at convenient points, all leading to the large ports 
for shipment to foreign countries. It is through the ports that fore- 
ign manufactures are received by wholesale dealers and distributed 
over the interior along rails, rivers, and roads and they are passed into 
consumption by the retailers in towns and villages. The shipper, 
the insuring company, the banker, the importing agent or wholesaler, 
the broker — all play their specialized function in modern trade 
organization. The large quantities of raw materials which have to 
be collected from a vast number of small producers scattered over 
an extensive area, seem to necessitate, in export trade, the employ- 
ment of armies of middlemen. But there can be no doubt that the 
intermediary is an evil and the producers have to organize them- 
selves into selling agencies, preferably on the co-operative principle. 
As matters stand, the ordinary consumer, no less than the cultivator, 
is at the mercy of the ' Adatya ' or ' Dalai. ’ Co-operative sale and 
purchase are being established in a few places, and in that direction 
lies salvation. As a buyer or seller, the ordinary rayat or artisan 
has to accept what prices and qualities are offered and the 
cheapening of the services, if not the elimination of the middleman, 
is the urgent problem of the day. The financial side of the 
mechanism of trade, external and internal, will be dealt with in 
a later chapter. 

What has been stated above with reference to the organization 
of export trade applies on a smaller scale to internal trade and to 
trade in imported commodities. The small producer and consumer 
lack credit and can not negotiate business on favourable terms. 
Hence the need of the middleman like the guarantee broker who 
assumes financial risks and receives remuneration therefor. The 
broker meets the convenience of both the seller and the buyer, 
re manufacturer or the wholesaler is saved the trouble and the ex- 
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pensc of dealing with small consumers ; and the latter benefit by the 
credit they are able to obtain through the broker. The middleman 
often advances money to the producer who is, on that account, 
tempted to accept lower prices for his goods. The retail trader secures 
similar accommodation from the wholesaler. The manner in which 
consumers in cities and large towns are supplied with commodities' 
brought from hundreds of miles, is truly remarkable. Even perish- 
able commodities like vegetable, fruit, eggs and betel leaves are taken 
over hundreds of miles from rural producers to urban consumers. 
Tliis extension of markets has, in certain instances, led to higher 
local prices and in others to their equalization. Current prices of 
staples like wheat, rice, cotton and sugar are now governed by world 
forces. The size of the American cotton crop raises or depresses 
the price of Indian cotton, and the same is true of other commodities, 
in which sales for delivery months ahead are common. The sensi- 
tiveness of prices to changes taking place abroad is transmitted 
from exporting or consuming centres to the country side. The 
telegraph and the post office are the vehicles through which the rise 
and fall of prices are communicated all over the country ; and the 
forecasts of crops published by Government and by newspapers, 
have assumed great importance in trade transactions in India. 

131. Improved Marketing '.—The co-existence of ancient 
and modern methods, with the predominance of the latter, is a 
characteristic which distinguishes trade, like other economic activities, 
in the India of to-day. Markets for cotton, jute, piece goods, tea 
and other staples in the bigger cities are organized on up-to-date 
lines and vie with those of western countries. The cotton exchange, 
the share bazar and the sales of tea by auction are examples of the 
systematic manner in which wholesale dealings are regulated and 
effected in the larger markets. 1 At the other end of the scale is the 
bazar, the petty dealer and shopkeeper and the barter of the smaller 
towns and of rural areas. Seriously handicapped by a lack of the 


1 “ Cotton markets in the Maratha plain oonntry (in the Central Provinces) 
are highly organized and generally well-managed. The price in Bombay is 
notified by telegraph and rapidly beoomes known to all sellers and purchasers 
and the wealthier cultivators frequently hold up their stocks for long periods in 
the hope of a rise in market, and the official foreoast of the American crop even 
js understood and disoussed,” — Census Report, 1921, Page 263, 
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knowledge of market conditions, of finance and staying power and 
of easy means of transport as also by the small quantities of produce 
he has to dispose of and by the distance between his village and the 
places of sale, the Indian cultivator has to meet the intelligent buyer 
and the pofcssional middleman on terms which are extremely unfair 
to him. The Royal Commission on Agriculture in India 1 lias paint* 
ed a vivid picture of the plight of the cultivator in this regard, and 
while deprecating a wholesale condemnation of middlemen as a 
class, It has made valuable suggestions with respect to the measures to 
be taken for the improvement of marketing in favour of the producer 
who has been so far sadly neglected and whose interests have been, 
in the main, “left to the free play of economic forces," to suffer in 
the process. In its opinion, “apart from the organization of pro- 
ducers for the sale of produce, the most effective means of removing 
unnecessary middlemen are the provision of good roads, and the 
establishment of a sufficient number of well-regulated markets, easy 
of access to the cultivator.” Lead was given by Berar by providing 
for regulated markets by its Cotton and Grain Markets Law of 1897, 
and Bombay has recently legislated for the regulation of cotton 
markets. In a regulated market, the rules made for fair dealings are 
enforced by an elected committee on which the producer as well as 
the dealer, is properly represented. The Agricultural Commission 
has made useful proposals regarding the provision of. machinery 
for the settlement of disputes in the markets through arbitrators, the 
provision of storage accommodation and the utlilization of markets 
for purposes of propaganda in favour of agricultural improvement 
and thrift. The encouragement of co-operative sales and auction 
sales by the Agricultural Departments is recommended in order that 
the producer may obtain an adequate premium for the superior 
quality of a new variety of a crop grown under their supervision. 
Interesting information as to the finance and marketing of cotton is 
now available in the reports published by the Indian Central Cotton 
Committee on the fairly extensive investigations into that system 
carried out under its auspices. 2 

At the last census, 573 persons out of every 10,000, were 
returned as supported by the trading occupation and about 80 , 00,000 


} Report, Paras 323-343. 

Investigations ^. ntral Cotton Committee: General Report on Eight 

into the Pmanco and Marketing of Cultivators’ Cotton, ” 
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out of tlie whole population were enumerated as actually engaged as 
traders. More than half of the total number, it has been stated 
above, arc dealers in food stuffs. From the point of view of the 
consumer, which ought to be the decisive consideration in the matter? 
the systems and methods of trade prevalent in the country are not 
efficient. The cost of the middlemen's services, which are valuable 
in themselves, is too high and hampers the development of trade 
and the economic progress of the country. Indigenous industries, 
which admittedly need encouragement, suffer from defective methods 
of marketing and sale. The tastes and requirements of different 
clssses of consumers arc not studied and demand is neither stimu* 
lated nor properly met. The trader often poses as the master 
instead of being the servant of the consuming public and appears, 
in many cases, to be supremely indifferent to his own interest which 
lies in pushing his sales. Provincial reports on the last census have 
brought out these facts in an interesting manner. The report for the 
United Provinces, for instance, states: — "The rural merchant has 
little idea of looking for new commodities. Nor have manufacturers 
the enterprise to advertise their wares in new places. There would 
seem to be room for organizations to supply to the rural community 
simple commodities that it can not provide for itself, and that will 
be really useful to it with business methods of distribution through 
local agencies .” 1 Methods of packing, despatch and payment, are 
constantly being improved by western businessmen, and Indians 
have a good deal to learn from them, particularly the organizers of 
the Swadeshi movement. Owing to defective agencies and methods 
of distribution, indigenous manufacturers find it difficult to provide 
for the off-take of their output and this has a detrimental effect upon 
industrial enterprise. Inadequate finance and 'small margins of 
profit are also serious handicaps. 

A change for the better is slowly coming over trade systems in 
cities and towns. Fixed prices, cash sales, show windows, news- 
paper and other forms of advertisements are now more in evidence 
there. In the ordinary bazars and petty shops in India a transaction 
will seldom take place without prolonged higgling, and in the course 
of these tedious and wasteful negotiations, prices may be brought 
down by one hundred or two hundred per cent. Weights and measures 


1 Census of India Report, 1921. 
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which vary from place to place, are another obstacle in the path of 
exchange. There are maunds and seers of different capacities and 
a * hundred ’ may actually be equivalent to 150 or to 250. Govern- 
ment caused an inquiry to be made into this question in 1913 and 
in 1922 and declared itself in favour of the ultimate adoption of a 
uniform system of weights based on the scale in use on the 
.Railways. The Agricultural Commission 1 was strongly impressed 
with the disabilities under which the cultivator labours owing to the 
chaotic condition in which matters stand at present in respect of the 
infinite variety of weights and measures which prevails in the 
country and with the hampering effect which such a state of things 
has upon trade and commerce generally. It, therefore, recommends 
that the Government of India should take up the question once more 
and lay down general principles to which local governments should 
adhere in taking action for their own markets. As effective 
demand for commodities determines the quality, the price and the 
volume of production, manufacturers have to pay as much attention 
to the marketing of their output as to the organization of industries. 
They arrange for the off-take of the goods as they are produced 
or in anticipation, with wholesale dealers, and securing a profitable 
market is an important element in the efficiency of business manage- 
ment. The creation and extension of markets is a function which 
is thus shared by manufacturers and merchants ; and both of them 
count upon the favour of their common patron, the consumer. 
They must, therefore, be careful about the quality of their goods, 
that is, • not only the intrinsic superiority ’ of the article concern- 
ed ' but also the condition in which it is marketed. ’ The Agricul- 
tural Commission has examined the complaints heard about some of 
the Indian produce marketed abroad, such as adulteration, mixing 
and damping of cotton, and holds that there is considerable room 
for improvement in the quality of the exported commodities.® 
Foreign producers and traders send out their agents to study the 
requirements and tastes of the people of India and export to this 
country goods of special patterns suited to the wants and pockets 
of consumers here. The Indian Tea Association spends lakhs of 


p ^ markets o£ the East Khan flesh flistriot of tbo Bombay 

Boflw maund has th »rtoBn different valuos ranging from 21 J seers at 

Bodw to 80 «ecr s at Paohora. "-Report, pnra 333. 

2 Beport, para* 3i0-3il. 
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rupees out of the tea cess levied upon exports, on the work 
of popularising the consumption of tea in India and in foreign 
countries. In the intense competition of to-day, both external 
and internal, all parties — manufacturers, traders and the general 
public — stand to gain by improved methods of sale ; and 
the people have even to be educated in the use of certain 
commodities. The instinctive keenness and the natural aptitude 
for business possessed by members of certain castes and com- 
munities is stimulated and trained by apprenticeship. Most of the 
successful merchants of to-day have been trained in the hard school 
of experience and several of them have risen from humble positions 
of shop assistants and clerks. They did not take long, with their 
shrewdness and industry, to pick up modern methods of trade. But 
the need of a theoretical grounding is now being felt and commerce 
colleges and classes have sprung up in all provinces. Salesmanship 
and shop management constitute an art that has to be cultivated. 

132. Communications and Transport:— The object of 
wealth-creation is not fully attained till the goods are made acces- 
sible to the consumers by being carried, by some means or other, to 
their destination. The agents of wholesale dealers collect agri- 
cultural produce and manufactures in small lots from cultivators and 
artisans ; but these have to be conveyed to the markets. At the earlier 
stages of economic progress, the transportation was effected by human 
labour supplemented later by the physical power o[ bullocks, horses, 
mules and other animals. Traffic is still carried on in this primitive 
way in the interior of India and particularly on its borders. Suitable 
conveyances like carts and wagons were also devised to make it 
easier for the animals to do their work of carriage. The resistance 
offered by nature was further overcome by the use of roads 
specially intended to facilitate travel and transport. The old Indian 
rulers constructed a few trunk roads which traversed the country like 
the Roman highways and they built rest houses, planted trees, and 
dug wells at convenient distances along them. But these were 
utterly insufficient even for such trade as then existed. In most 
parts of the country there were only cart tracks and these were not 
passable over ceitain distances in the rainy season. Great difficulty 
was experienced in negotiating mountains and rivers that had to be 
crossed. Rowing boats for rivers and sailing ships for traffic along 
the coast and in the ocean were commonly used. For the sake of 
48 
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security from robbers and thieves traders and those who carried oil 
the transport of goods for them, travelled in groups. Even in spite 
of the extension of railways and metalled roads to-day, several parts 
of the country are altogether cut off from the outside world during 
the rainy season. The Agricultural Commission has quoted compar- 
ative statistics showing the relative position of India and other coun- 
tries in respect of railway mileage, from which we talce the following 
figures: — 


Comparative Mileage 0/ Railway. 


Countries. 

Milos of lino per 
100 sq. miles. 

Inhabitants per 
mile of line. 

IT. S. A. 

8 4 2 

469 

Canada 

VO j 

222 

India 

2-2 

7,894 

Russia in Europo 

1*5 

3,709 

Australia and New Zealand 

0-9 

238 

Argentina 

2-0 

37G 

Union ol 8outh Afrioa 

2-4 

605 


The following table compares the mileage of roads in the nine 
major Provinces of India with that in the U. S. A. 


Road Mileage in India and in U. S. A. 


Density of Popula- 
tion per sq. mile 

India 

240 

U. S A. 

3V5 


Per 100 sq. 
miles of area 

Per One Lakh 
| of population 

Per 100 sq. 
miles of area 

Por one 
Lakh of 

population. 

Mileago of all roads ... 

20-18 1 

84 ! 

80-00 

■ , 

Borfaood roads 

'5-38 

22 

12-05 



The share of each Province in the total road mileage depends, to 
a large extent, on natural, configuration, the density of population 
and economic development. Inter-provincial comparisons will be 
misleading unless these factors are taken into account. That the 
position in India in relation to its means of communication, is 
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unsatisfactory, however, admits of no doubt. Under these unfavour- 
able conditions, trade was naturally restricted and full use could not 
be made of the power and means of wealth-production. Plenty and 
scarcity existed side by side in neighbouring provinces and districts; 
and existing means of conveying goods were not adequate to 
distribute the superabundance of the fortunate parts of the country 
among the unlucky ones. 

The distress caused by the famines of the last century was due, 
in large part, to the difficulty of carrying relief to the suffering 
people, and if the worst terrors of famine have been mitigated during 
the past few decades, it is owing chiefly to the extension of the rapid 
means of transport provided by the railways. It is necessary to 
realize clearly what this improvement of communications has meant 
to the country. Its significance lies in the veritable economic 
revolution it has brought about in the land by breaking up the isola- 
tion and the self-sufficiency of tillage life. Markets have been 
widened both for foreign and indigenous commodities and the total 
volume of trade has enormously increased. The competition of 
European nations for Indian raw produce, was stimulated by the 
expansion and cheapening of the slipping service, and the opening 
of the Suez Canal in IS 69 was an important factor in the develop- 
ment. Ship-building and shipping activities of these nations have 
made astonishing reductions in sea freight possible; and cheap ocean 
freights combined with the network of railways spread over India, 
have resulted in the steady expansion of the exchange of the indigen- 
ous raw produce for the manufactures of foreign countries. A ton of 
goods is carried between India and Europe for a freight of ten to 
fifteen rupees while the corresponding charge of railway transport 
within the country over one-fifth of the distance may be higher. 
This is a severe handicap for Indian industries, which have to face 
the competition of foreign manufactures. Several parts of the 
country are more cheaply reached by the latter than by the indigen- 
ous industries ; and foreign goods lose their advantage only in the 
interior where they too have to bear the railway freights. The 
largest markets for most of the manufactured commodities in whose 
case such competition prevails, are, however, in the big ports where 
foreign imports enjoy the advantage of cheap ocean freight ; and 
articles of indigenous manufacture like steel, cement, paper, sugar, 
glass, pottery, and matches, can not be sold in and round Calcutta, 
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Bombay, Madras, Karachi and Rangoon at competitive prices. 
Indian industries which arc established in one of the ports, find 
the local market too small for their output and can not capture 
the markets in and near the other ports. Transport by coastal 
steamers to places commanded from the ports renders them no 
substantial assistance in the face of foreign competition. The 
destinies of national industries arc, in this way, linked to foreign 
trade and the means of transport — railway rates and sea freights.' 
The problem of improving, developing and coordinating the inland 
waterways of the country has recently attracted a good deal of 
attention. These communications played an important part in the 
nation's transport system of the past, particularly in northern India 
and especially in Bengal. With the expansion of Railways, they 
have fallen into neglect and even the Agricultural Commission has 
drawn attention to the need of putting them on n satisfactory foot- 
ing. A glance at the position of waterways in Bengal is enough 
to convince one of the importance of seriously tackling the whole 
question. 

133. Roads and Railways ■ The economic principle ex- 
plained here and in the preceding section, has been specifically 
applied by the Agricultural Commission 5 to the present position and 
the needs of agriculture. It states that “defective communications 
between the point of production and the local market hinder the 
movement of goods and make primary marketing costly, the 
additional charge ordinarily falling upon the shoulders of the cul- 
tivator, that distances can, in effect, be shortened by improvement 
in communications and cheapening of transport and that " efficient 
communications exercise an immediate effect on the factor of time 
which is an essential element in the price factor. ” The emergence of 
- some of India’s commercial crops into prominence in the world market 
and their profitableness have become possible only through cheap 
transport facilities, and these are crops “ not one of which could be 
grown on a commercial basis" otherwise. Bad communications, 
besides, increase the amount of absentee landlordism and ' tend to 
impair the health and stamina of draught animals, thus rendering 
them inefficient for the important work of cultivation. It is worth- 
w tie recalling how t he value of objects is enhanced by the opera- 

1 Read tie Author's “ Economics of Protection in India. ” 

2 Report, jpara S98. 
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tion of exchange in the eyes of the persons concerned in it. It 
enables both sides to derive greater satisfaction from the goods 
exchanged and the gain of one is not the loss of the other, as some 
arc apt to suppose. Trade contributes to resulting mutual benefit 
bv making exchange easier and its service is rendered more 
efficient in proportion as its cost is reduced. Rapid and cheap 
means of communication and transport enhance the efficiency 
of trade and therefore of exchange. When an isolated tract is 
opened by good roads or railways, the increased demand created 
for its economic products outside, enhances their value and 
the purchasing power of the producers. Hence the importance 
of good communications which, however, cost a great deal to 
make and keep in repair.' The expense is beyond the means 
of small village communities and would not be undertaken by in- 
dividuals. The responsibility 1ms, therefore, been naturally shared 
by the central and provincial governments and the load bodies. 

The total length of metalled and unmctalled roads maintained at 
public expense in India is stated to be a little over two lakhs of miles, 
which is far from adequate to the needs of the population. A system 
of metalled roads covering the whole country and connected with a 
net-work of trunk, branch and feeder lines of railways, is an ideal 
to be aimed at and to be reached at as early a dale as possible. 
The development of motor transport in recent years, has thrown a 
further burden on the roads, inadequate and unsatisfactory as 
they arc. The motor lorry will displace the bullock cart only to 
an extremely limited ex-tent, and the cultivator will have to rely 
mainly on the latter for purposes of the transport of produce in 
rural aieas. Motor passenger sendees have multiplied in a wonder- 
ful manner, and though advantage is being taken of this facility by 


1 ‘Roads have been diffioult to construct and keep in repnir. For in tbo 
groat PlainF, vrhioh arc built up of river-borne soil, there is no road metal at 
hand, and until the British bad constructed railways, it was too difficult and 
costly to bring stone from a distanco. So that the roads woro moroly beaten 
traoks aoross the holds, thick with dust in the dry season and impassablo on 
nocount of mud in the wet. In the hitl districts heavy gradients and torrential 
downpours defied tho road builder. Even now there aro. only 54,000 miles of 
metalled road in the country, that is, less than one mile of good road for each 
thirty square mile of land." — 0. B. Thurston : Eoonomio Geography of the British 
Empire. 
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village folk, the importance of improving internal rural communica- 
tions is as urgent as ever.* Difficulties in connection with the reform 
were chiefly financial and related also to the co-ordination of 
the authorities responsible for the roads. The Government of India, 
therefore, appointed the Indian Road Development Committee to 
investigate the problem. The Committee expressed the opinion that 
“ a well-balanced scheme of additional taxation on motor transport 
for purposes of road development should include vehicle taxation 
as well as patrol duty, and should possibly extend at any rate in 
some areas, to license fees for vehicles plying for hire." Action has 
now been taken on these recommendations. This improvement 
has, of course, to be supplemented by transport facilities in the way 
of river and coastal navigation. 

Railway construction was commenced in India in the fifties of the 
last century on the initiative of the State, and its object was strategic, 
political andadministrative as well as economic. The far-reaching effects 
of the extension of railways on the social and the political life of India 
are a matter of common experience. Economically, the railways were 
intended to open the interior of the country to foreign imports and 
to provide an outlet for indigenous produce in overseas markets, and 
thej T have proved useful in the prevention and relief of famine and in . 
the establishment of manufacturing industries in suitable localities. 
Lord Dalhousie, on whose recommendation the State preferred to 
entrust the construction of Indian railways to guaranteed British 
companies, held the view that ‘the conduct of commercial undertaking 
did not fall within the proper functions of any government and least 
of all V, ithin the function of the Government of India, since the 
dependence of the population on the government was, in India, one 
of the greatest drawbacks to the advance of the country.' This 
doctrine of laissezfaire had to be abandoned, and to-day the State 
in India not only owns the bulk of the railways but manages a large 
proportion of them itself. The total route mileage open now 
amounts nearly to 40,000 and the capital investment is about 700 


M \ T n 6 t0tal number of motor vebioles registered in British India upto 31st 

nnaf ' WaS1,44,864 * were motor oars and taxi cabs; 

or ™° tDr veWclos 1 lorties . buses &C. ) numbered 19,008. The imports 

«.345valoed V aTE8*"i'2 StOtEl!0d 8 ' 682 ° fth ° ValU0 of Bs> 1-4 «wes as against 
* at P.8. 1-2 orores imported in 1926-27. 
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crores of rupees. Statistics showing the growth of railway mileage 
and traffic are given below : — 


Year. 

No. of 
Miles opon 
for trafitc 

1st 
Cl n. 

Passongors. No. (1,000). 

End 3rd 

Class. Inter. Class. Total ! 


1853 

20 







1873 

5,C97 

... 

... 

... 




1893 

14,465 

... 



... 



28,847 

1898 

21.993 

6 ll 

2,253 

5,673 

131,512 

151, 5G6 

35,642 

1903 

26,851 

594 

2,580 

7,214 

184,292 

210.231 

47,684 

1908 

30,57G 

748 

3,327 

10,660 

284,579 

321,169 

62,398 

1913-14 

34,650 

813 

3,4 £0 

12,371 

110,960 

457,718 

82,613 

1917-18 

36,334 

8S3 

4,216 

7,719 

381,017 

430,269 

85,472 

1919-20 

36,735 

1,108 

C.433 

10,200 

460,. on 

520,027 

87,620 

1923-24 


1,190 

10,128 

11,374 

544,622 

584,508 

72,815 

1924-25 

38,270 

1,101 

9,778 

32, :01 

553,266 

576, 3l6 

77,796 

1937-29 

39,712 

930 

9,963 

17,351 

594,821 

623,335 

82,070 


134. Railways and Trade:— Each Province in India is com- 
manded by one of the principal railway systems ; and some of them 
are served by more than one trunk line. The very names of the 
Railways indicate the territories they cover, and for foreign trade, 
almost all the big railroads terminate in or rather start from one of 
the chief ports. The railways traverse the territories of the Indian 
States, some of which have their own lines also e. g. the Nizam and 
Mysore railways. The North Western Railway covers the Punjab 
and Sind and serves Baluchistan and the North West frontier, Karachi 
■being its port. The East Indian Railway runs through Bengal, 
Bihar and the United Provinces and a part of the Central Provinces, 
and through the Calcutta Dort, provides an outlet and inlet for the 
rich Gangetic plain and the coal mines of Bihar and Orissa. The 
East Bengal Railway, which likewise terminates in Calcutta, serves 
North and East Bengal and Western portions of Assam. The Oudh 
and Rohilkhand Railway lies entirely in the United Provinces and 
runs parallel to the E. I. R, for a long distance. The Bengal Nagpur 
Railway taps the Central Provinces and connects the G. I. P. R. 
with Calcutta. It also serves the coal fields of Bdiar and Bengal, 
Central India and Northern districts of Madras. The Bombay, 
Baroda and Central India Railway passes through Rajputana, Central" 
India and Gujarat and terminates in Bombay. The Great Indian 
Peninsula Railway starts from Bombay and spreads itself out into 
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the Cental Provinces and “ e United Provinces. 

Jubulpur and Agra, Delta an P traverses Hyderabad 

In the South it passes throng r the Matattia Railway 

State up to Raichur. T1 • B iy Presidency and runs 

covers the southern portion of the »» - Madras Pre- 

lough Mysore. Its broad and Coconada. 

sidency and serves the port of rematofag parts of southern 

^ I £efT^^a = h^ 

The commodities handled by tlie railway cons along 

staple produce of tracts covered by them ^^ o ^ artic ies in 

the lines and transported to the ports and lmr ^ vare an d sugar. 

common use such as piece goods, kerosm ^ ^ the following 
The composition of 2 °°^ ^ lU conunod ities, the number 
statement showing, as an illustration, Y the earnings 

of tons of freight originating on Class I Rail^ a> s 
from freight carried, in the year 1923-24 



(1) Coal and Coke 

(2) Railway Stores 

(3) Wheat 

(4) Rice 

(5) Grains and Pulses. 

(6) Marble and Stono . 

(7) Metallic Ores 
(3) Salt 

19) ■Wood.'unwrought 

UO) Sugar, refined and 
unrefined 


111) OW Seeds 


— xCs' 1-2 



H-67 Is-^H^Cotton^raw^dl 

(13) Jute, raw 

(14) Rodder 

(15) Fruits andVege- 
tables 

0- 781(16) Iron and Steel, 

1 wrought 

1- 051 

(17) Kerosine Oil 

1-431 

(18) Qur, Jagree &c.. 

(19) Others 


Total 


0-72 

0-78 
0-7G 
0 83 
10-70 


1-70 

1-58 
1 67 
,1-35 
13-05 


72-54 ! 58-47 
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We shall now take a few specific instances of commodities and 
show how the}' are dealt with by the Railways. Take the rice 
crop first. Of about 80 million acres under that crop, over 25 per 
cent, ore in Bengal, 20 per cent, in Bihar and Orissa, Burma and 
Madras having about 14 per cent. each. But Burma exports the 
largest quantity, being followed by Bengal, Madras and Bombay. 
Ceylon takes the highest percentage of our exports, Germany and 
Holland being in competition with that country. The Burma Rail- 
ways have the highest tonnage and account for as much as 1 3 lakh 
tons and Rs. 68 lakhs freight earnings in 1920-21 as compared with 
about 6 lakh tons and 22 lakhs of rupees of the E. B. Railway. 
The M. and S. M. R. and the E. I. R. carried 6 lakhs tons and 
earned about 45 to 50 lakhs each. The small figures for the Bengal 
and Madras railways are explained by the fact that a considerable 
portion of the rice grown in the Provinces is retained for local 
consumption. The Punjab leads in wheat production and the 
United Provinces come next ; and the largest quantity of wheat and 
wheat flour is, therefore, carried by the N. W. Railway which 
commands the most important areas in which that crop is grown. 
Of the 12 lakh tons, valued at about Rs. 1 3 crores, exported from 
India in 1913-14, nearly 9 lakhs were taken through the Karachi 
port and lakh tons through Bombay. About one-fourth of the 
total area and yield of cotton is accounted for by the Bombay 
Presidency, one-fifth by the Central Provinces and Berar, and one- 
sixth by Hyderabad State, Madras and the Punjab coming next in 
the order of importance. Bombay and Karachi, therefore, occupy a 
dominating position in exports which are collected and carried by 
the G.I.P.R., the B. B. and C. I. R., the N.W.R. and the M. and S. 
M. R., the share of the first being the largest. The traffic in jute, 
which is, for the most part, grown in east Bengal, is commanded by 
the East Bengal Railway. Owing to the easy means of both rail 
and river transport, now established in Assam, the production and 
export of tea have received great stimulus ,• 1 and the coal fields of 

1 “ The Darjeeling district was without a good oart road until 1869 and 
until the railway link between Biliguri and the Ganges was completed in 1878, a 
long journey had to be accomplished to the latter by country oarts. But now 
Darjeeling tea has o ily to be brought from the estate to the nearest railway 
station where it can he railed direct to Calcutta, while the Assam Bengal Rail- 
way brings part of the produce of Assam direot to Chittagong and part is borne 
on the broad waters of the Brahmaputra into Calcutta by an excellent service of 
cargo steamers’’ Hand book of Commercial Information for India, 1924. 

49 
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Bihar and Orissa and Bengal have been penetrated and opened by 
a wide and complicated net-work of railway lines. No big industry 
is, now-a-days, possible, without its being connected by rail with 
the sources of raw materials and coal and with the ports and the 
internal markets.' 

The principle governing railway rates for goods is, 'to charge 
what the traffic will bear.' As railways have to be managed primarily 
as business concerns, this is a reasonable basis, but the principle 
operates, in many cases, to the prejudice of indigenous industries 
and internal trade. For long leads and for wagon loads, the freight 
is lower and consequently the rates charged by railways favour and 
stimulate the carriage of raw materials to the ports and of foreign 
manufactures from them to the interior, while higher rates have to be 
paid on the movement of food, raw materials and the output of small, 
indigenous industries. As a matter of national policy, specially 
favourable rates are offered in certain countries in order to encourage 
indigenous industries. It appears to be necessary to pursue a 
similar policy in India, of course, consistently with the economical 
management of the railways. In this country of vast distances, 
industries, small and large, must be localized ; and if-they are to 
prosper, the cost of transport ought not to be abandicap. The competi- 
tion of railways serving the same areas in central and northern parts 
of the country, has led to diversion of trade and wasteful expenditure, 
but mutual agreements and State control have minimised the disad- 
vantage incidental to the rivalry of companies. - The concessions 
granted to coal traffic on the railways and at the Calcutta docks 
illustrate the nature of the problem and its solution. Trade, both 
internal and external, has received great assistance from the means 
of communication supplied by the Post and Telegraph Department 
of Government. The rapid development of this service will be seen 
from the following statistics : — 


1 Consult tha -works o( S.C. Ghoco on tkir, whole subject. 
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1500-01 

| 131, OCO 

10,570 

! 

** ! 

4G9-2 

2-G 

... 


1910-11 

! 157,759 

18,813 

j 

S27-1 

G 8 

1 "■ 


1913-14 

j 155, 80G 

18,916 

51-18 j 

923 0 

12-6 

16-5 

... 

1917-18 

157, rOG : 

19.410 

Gl-77 ’ 

1002-4 

ll-l 

19-1 

10-0 

1919-20 

1 157,481 

19,139 

| 71-71 

11S9-4 

15-8 

19-3 

j 11*3 

1923-21 

| 355.-1CO 

19,491 

S0-0G 

1052-5 

13-5 

19-0 

10-9 

1921-23 

15G.117 

19.G52 

82 7 

1095-0 

14-4 

19-8 

11-5 


135. Trade of the Ports: — The port towns of Bombay, 
Calcutta, Karachi, Rangoon and Madras dominate the internal as 
well as the external trade of the country, and the bulk of the traffic, 
representing about two-tliirds to six-sevenths of the total trade, flows 
directly to and from them. Ports are among the most prominent 
cities in each country and this is pre-eminently the case in India. 
They are busy centres not only of trade but of industrial, banking 
and other economic activities. Their vast numbers, the business . 
capacity of their people, their wealth and their higher standard of 
living contribute to their importance and make them hives of 
industrious workers and drones. The position which the Indian 
ports occupy with reference to the railways, the staple crops arid 
trade has been shown above. The imports into them from abroad . 
and from the interior are distributed over the territory commanded • 
by them and exported to foreign countries, a part of the commodities 
being retained for local consumption. From one-third to one-fourth 
of the total inland trade is shared by the ports. The imports con- - 
sisting of raw materials and the exports of manufactured goods, the 
former naturally are always in excess of the latter in quantity. 
More than three-fourths of the merchandise imported into the ports - 
ig made up of half a dozen staples sucli as raw jute and cotton, coal- 
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and coke and grains and oil-seeds. Nearly one-half of the exports 
from ports into the interior, consist of cotton piece goods, sugar, 
wrought iron and steel, salt and rice. The total trade of eight 
principal ports, including foreign and coasting -trade, in exports 
and imports but excluding government stores, is shown in the 
following statement : — 

Trade of Principal Porls. 

( In lakhs of Rs. ) 



Pre-war 

average. 

War 

average 

HM| 

1924-25 

Bombay 

1,45,45 

1,58,38 

2,7811 

2,57,21 

Calcutta 

1,59,78 

1,62,50 

2,59,84 

2,61,10 

Rangoon 

48,96 

51,55 

89,66 

89.90 

Karachi 

47,87 

46,88 

73,18 

1,06,07 

Madras 

19, Cl 

21,15 

35,43 

42,11 

Cochin 

6,28 

5,60 

9,14 

10,46 

Tutacorin 

7,23 

7,55 

8,54 

13,12 

Chittagong 

7,47 

6,93 

7,85 

14,08 - 


The need of improving Indian harbours, large and small, has 
been already adverted to. There appears to be too much concentra- 
tion and congestion of trade in Bombay, Calcutta, Rangoon and 
Karachi, especially the first two; and natural disadvantages are 
pointed out as the chief obstacle in the path of the development of 
the other and the smaller ports. Bombay and Karachi are the only 
two natural harbours and enjoy distinct advantage over Calcutta, 
which, otherwise favourably situated, suffers from the handicap of the 
bars which constantly form themselves in the Hooghly. There are 
similar drawbacks in the position of the Burma ports. Madras Pre- . 
sidency has a large number of small but important ports such as 
Negapatam, Tuticorin, Calicut, Coconada, Vizagapatam, Masulipatam, 
Cochin and Mangalore. Their trade is carried on. with adjoining 
countries between which and India there is active intercourse, such 
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as Ceylon, the Straits Settlements and Malay States. Bombay also 
has numerous ports which, however, carry on coastal trade for the 
most part and furnish outlets for timber, grain, grass and other local 
produce. The steady increase in the volume of traffic and the use 
of steamers of high carrying capacity call for the adoption of more 
efficient methods of loading and unloading goods and better provision 
of dock and warehousing accommodation and the employment of 
quicker means of handling trade generally. Extensive schemes of 
expansion and improvement have, therefore, been and are being 
carried out in the principal ports of the country. Some of the 
smaller ports are likewise being developed and raised to the status 
of first class ports, e. g. Vizagapatam, now declared to be a Major 
Port and commanding the traffic of large parts of Orissa, C. P. and 
Hyderabad ; and Baroda and Mysore are opening their territories in 
a similar manner. Bombay, for instance, has now three fully equip- 
ped wet docks, having a total water area of 104i. acres and a total 
quayage of nearly 4i miles and also two dry docks. Over two hun- 
dred hydraulic cranes are in use in the wet docks. Direct commu- 
nication has been established between the docks and the railways 
and the goods depots; and the new cotton depot at Sewri is stated 
to be the largest and the best equipped of its kind in the world. 
The first electric trains to run in India were those of the harbour 
branch of the G. I. P. Railway.- The schemes of development in 
connection with the Bombay harbour have been enormous, and cost- 
ly improvements have been carried out in Calcutta, the new system 
of King George’s Dock having added to the existing extensive 
provision for the handling of import and export trade. Karachi is a 
growing port, and as its foreign trade is increasing, the need of larger 
accommodation, more facilities and better equipment/ is being 
keenly felt. 

136. Trade of the Interior Though the population of the 
country is mainly rural and its foreign trade is centred in the ports, 

- there are in the interior, as may be expected, a number of commer- 
cial and industrial towns which serve as collecting and distributing 
centres. Owing to its huge dimensions and concentration in a few 
ports as also owing to the large profits it yields to shippers, bankers, 
middlemen and speculators, the growth of foreign trade has become 
one of the most striking features of the economic condition of the 
country, and it is a national aspiration to draw into Indian hands 
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the control and into Indian pockets the gains accruing from it, in an 
increasing proportion. With it is intimately connected the internal 
trade of the country and the development of indigenous industries. 
Each Province has its commercial towns, conveniently situated for 
exchange of goods, and varying degrees of enterprise are exhibited 
by the trading community there. Thus Cawnpore is an important 
railway junction, situated at about 870 miles from Bombay and 630 
miles from Calcutta. It is, therefore, a convenient centre for the 
distribution of foreign goods ; and its factories also produce a variety 
of commodities such as sugar, leather goods, cotton textiles and 
woollens. Lahore and Amritsar are the chief trading centres for 
agricultural produce and manufactures in the Punjab. Delhi is not 
only an industrial city but a point of attraction for indigenous and 
foreign goods for distribution. Capitals of Provinces and of the 
Indian States are all collecting and distributing centres, and a similar 
function is performed, on a smaller scale, by all district and taluka 
towns. It must be borne in mind here that these cities and towns 
have large populations whose demand for consumption goods is ex- 
tensive, and their industries too absorb a goodly portion of the 
imports. The consuming capacity of the city and island of Bombay, 
is as large as that of several districts of the Presidency put together. 
In cities having an appreciable number of Europeans or Indians 
with modern tastes and habits, foreign manufactures are in consi- 
derable demand and there are a number of European shops. The 
prices charged in these latter are, however, higher than those of 
Indian-owned shops whose establishment costs are lower. 

Evidence was given before the Indian Railway Committee by 
several witnesses to the effect that the existing railway facilities 
were hopelessly inadequate to meet the rapidly growing demand of 
trade. It was found as a result of the inquiry that wagons, locomo- 
tives, sidings, yards, godowns, bridges, in short, the whole of the 
- equipment of the various railways in this country, required urgent 
improvement and expansion. Congestion of traffic, both goods and 
passenger, is indeed the every day experience of all those who have 
any thing to do with the railways which are fast becoming increasing- 
ly popular among the mass of the people who are found to evince an 
ardent desire to secure more rapid means of transport for passengers 
and goods in tracts in which they are particularly interested. Accord- 
ing to the decision arrived at in 1922, to devote from capital Rs, 150 
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crores in the course of five jmars to the improvements recommended, 
funds on a large scale were annually supplied for purposes of rehabili- 
tation, betterment and extension. The Railway Committee’s report 
has published official evidence to show how agricultural producers 
have benefited by the high profits earned by them through the facility 
of transport of their goods afforded by the railways passing by their 
villages. There is no doubt that improved communications like 
railways and metalled roads are now everywhere appreciated and 
are in universal demand and that they have enhanced the "efficiency” 
of the agricultural produce of numerous villages to the great benefit 
of the producers. Motor transport has also caught on in rural areas, 
and business trips to different places are becoming less expensive and 
more common. In fact, this form of transport is now seriously 
competing with Railways in certain parts off the country, and its 
educative effect, if not also the directly economic, is considerable. 

To sum up : What sections and proportion of the agricultural 
population have profited by the change, what is the degree of that 
benefit and if there is any set-off against the advantage, are, of course, 
points that require careful consideration. It has been already stated 
that exports and imports stimulated by the improved means of trans- 
port, have introduced a silent but unmistakable economic revolution. 
Modes and objects of consumption have changed; the cultivation of 
certain commercial crops lias extended at the cost of food grains and 
fodder ; old indigenous industries have grown out of date ; gins, 
presses, oil mills and rice husking and ground-nut shelling machines 
have been set up in rural areas ; large-scale industries have risen in 
crowded towns ; centres of trade and industries are being shifted ; 
the cultivator is receiving higher prices for his produce ; the old 
rural isolation is gone ; western systems of production and exchange 
are being fast adopted ; the familiar avenues of employment are being 
slowly and painfully replaced by new ones ; internal migration is 
on the increase ; prices are influenced by external forces and 
are equalized all over the country ; there is easier and more even 
distribution of goods, and the hardships and distress of famines have 
been minimised ; the idea of growing for a distant market and 
conveying the produce to its destination by rail and steamer is gain- 
ing ground in the popular mind ; and the channels of trade are being 
shaped and governed by these considerations. The old order is 
changing, yielding place to new. 
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137. Internal and ©casting Trade :— The internal trade 
with one another of the Provinces and the Indian States, shows how 
the different parts of the country supply to one another their speci- 
al products and benefit by the exchange.' Food grains, raw cotton 
and piece goods, sugar, salt, coal and gold and silver bullion and 
coin are some of the principal articles thus exchanged. On account 
of its long coast line and its internal distances, the trade of India is, 
in some respects, not unlike that of the United States of America, 
with its Atlantic and Pacific coasts unequally accessible to commerce. 
The exchange between Burma and other parts of India is of a peculiar 
character. Rangoon dominates the inter-provincial as well as the 
foreign trade of Burma, about 90 per cent, of the latter passing 
through that port. Nearly 80 per cent, of the coasting trade with 
other Provinces and 40 per cent, of the inter-portal trade goes 
through Rangoon. Low ocean freights place foreign manufactures in 
a favourable position in competition with Indian goods. Except for 
this feature, which has also been referred to in a preceding section, 
inter-provincial trade is now brisk and extensive. Bengal coal 
feeds the boilers of the mills in Bombay and Ahmedabad, and the 
dhoties of these cities have a considerable demand in Calcutta. 
Cotton and Woollen cloth, sugar and leather goods manufactured in 
Cawnpore find a ready market in the southern parts of the country 
and the products of the latter e. g. fine cotton cloth, have a consider- 
able sale in northern India, Wheat from the Puhjab and the 
United Provinces is carried into the Central Provinces, Berar, 
Hyderabad and northern districts of Bombay and cereals are import- 
ed into the western Presidency from Madras. Brass vessels from 
south Deccan have a market in Kkandesh, Berar and the Nizam's 
territory. As U. S. A. and Great Britiain both manufacture motor 
cars and yet there is exchange between the two countries in that 
commodity, so Provinces producing a crop like rice are found to 
trade with one another in that staple. Cawnpur and Delhi rice is in 
demand in Bombay. 

1 "Railways have now linked up differentparts of the country and bavo con- 
stituted India into, as it were, one market. The deficiency in one part of India 
now makes itself felt all over the country within a very short space of time and 
is made good at once, the rise in the prioe.level being comparatively small. 

• Every village and every district -which is connected by rail are no longer self* 

• supporting units. The powerful and ubiquitous agency of organised commerce 
has taken the place of the former system, the isolated and self-sufficing village, 

• L. Datta : Report on High Prioei. 
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Coasting trade carried on by the maritime provinces and States 
calls for no special remarks. Certain localities, not directly connect- 
ed by railways, are more easily accessible through the ports, large 
and small, which are to be found all along the coast of the country, 
and the trade with Burma has to be predominantly of this nature. 
Sea freight likewise is often found comparatively lower than 
railway freight between certain points. The trade of the Kathiawar 
port9 has, again, recently raised an issue of first rate political and 
fiscal importance. The economic and fiscal relations between 
British India and Indian States is one of the biggest problems that 
must be satisfactorily solved in connection with the constitutional 
reforms now under discussion. Economically, culturally and socially, 
though not politically to-day, the two Indias are one, and they can 
not be kept apart without detriment to either. The total value of 
coastal trade in 1921-22 was Rs. 222 crores as against Rs. 166 
crores in 1918-19 and 134 crores in 1913-14, the corresponding 
figure for 1924-25 being Rs. 211 crores. Later statistics are not given 
in the latest Review of the Trade of India which, however, records 
that Burma imported from India 16*5 crores worth of goods in 
1 927-28 as compared to 8-3 crores, the pre-war average and the cor- 
responding figures for exports from Burma to India were Rs. 31*2 
crores and 1 1*7 crores respectively. Coasting trade, as will be seen 
from these figures, is not inconsiderable and has assumed particular 
importance on account of the claim of indigenous shipping companies 
to State aid in relation to it. The land frontier trade is much 
smaller and was valued, at Rs. 2 li crores in the last pre-war year 
and at Rs. 33 crores in 1921-22 and about 40 crores in 1924-25. 
The frontier extends over 6,800 miles and yet the trade across it is 
only 5 per cent, of the total sea-borne trade of the country. Persia, 
Afghanistan, Dir, Swat and Bajaur, Central Asia, Nepal, Tibet, 
Sikkim, Bhutan, Western China, Shan States and Siam participate in 
this trade. The imports from these regions consist mainly of raw 
materials such as wool, timber, hides &c,, and the exports to them 
of such commodities as piece goods, metal manufactures &c. The 
size and the nature of this trade reflect the economic condition of • 
the countries lying near and beyond our frontiers. 

- » 138, Shipping :■ — In spite of eight hundred crores worth of 
an annual foreign and coasting trade, India has practically no 
mercantile marine of her own. Every maritime country sets a high 
so 
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value upon the ship-building industry and on its shipping activity ; 
and the incalculable importance of these was brought home to the 
mind of the world during the great war when the fate of nations 
hung upon the capacity to control maritime trade routes and to 
transport food, munitions and soldiers over long distances through 
water. The purely economic value of secure and cheap means of 
maritime conveyance is undoubted, and the activity concerned in 
providing them, is productive of wealth to a community. At one 
time Indian shipping and the ship -building carried on in Indian 
ports were co-extensive with the economic development of the 
country which had not to look to other nations for maritime services.' 
But the old wooden vessels and sailing ships have been displaced 
by foreign steamers most of which are of very high running and 
carrying capacity. The total extinction of Indian shipping and 
the entire dependence of this country for transport of its exports 
and imports upon the mercantile marine of other countries, is an 
effect of the rapid economic advance of foreign nations and of India s 
inability to use machinery and power and to adopt improved 
methods of organization. The total freight on the growing foreign 
trade of the country means a loss of no less than Rs. 50 crores a 
year, to which must be added the heavy loss to the people on 
account of the disappearnce and absence of a valuable industry. 
The skill, the daring and the enterprise which are called into pl») r in 
the shipping business are advantages of great national importance 
which the country does not enjoy. Petty boatmen, fishermen and 
lascars are the only people now engaged in the occupation, and 
even their position is precarious and unsatisfactory. Wooden 
country boats continue to be built and the activity was temporarily 
stimulated during war time ; steam launches are also constructed 


1. "Thus has passed away one of the great national industries of India 

after a long and brilliant history, covering, as we have seen, a period of more 

than twenty centuries. It was undoubtedly one of the triumphs of Indian civilisa- 

tion and the chief means by which that civilization asserted itself and influenced 

•ther alien civilizations. India now is without this most important organ of 

ational life. There can hardly be conceived a more serious obstacle in the path 

“ ^ eP do^elopmant than this almost complete extinction of bet 

tion P ’ Radhakumud hfookecji: History of Indian Navigs* 

tmn and Maritime Activity. 
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for use in Calcutta, Burma and Bombay, by European engineering 
firms. But modern ship-building is conspicuous by its absence. 
An idea of the sliippiug engaged in the Indian trade may be obtain- 
ed from the following statistics : — 

Number and Tonnage of Vessels entering and clearing 
m Indian Ports. 


Year 

No. of vessels. 

Tons (1000) 

Pre-war Average 

8,567 

1 6,21 6 

War-Average ' 

9,589 

11,674 

Post-War Average 

7,981 

15,247 

1925-26 

7,623 

17,136 

1927-28 

7,834 

17,570 


The shares of the various nationalities in the tonnage of ves- 
sels which entered into Indian ports in 1927-28, will be seen from 
the following percentages : — 


Nationality 


Percentage Share 


British 

... 

69*7 

British Indian 

... 

1-4 

Foreign : 

Japanese 


6-1 

Dutch 

... 

3-4 

Norwegian 


1*5 

Italian 

• • • 

5-2 

Chinese 


... 

Greek 


•4 

Swedish 

... 

•6 

French 


1-9 

Spanish 

»l» 


Russian 

• •• 


American 


2-8 

German 

• • • 

6-0 

Austro-Hungarian 

... 

••• . 

Other 

• •• 

>3 

Native Craft 

• •• 

•7 


Since the opening of the Suez Canal, foreign trade has been 
carried mostly in steamers at the expense of sailing vessels. “A 
few sailing vessels still visit Calcutta, but the sailing ships entering 
other ports are now almost entirely those classed as native craft, 
which, though numerous, contributed in 1913-14 less than one per 
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cent, of the tonnage, and were engaged in trade chiefly with East 
Africa, Persia and Southern Asia. The}’ are slowly but surely 
disappearing." ’ The vessels which enter and clear the ports of 
India for the most part fly the British flag, the tonnage of vessels 
sailing under that flag representing a little less than three-fourths 
of the whole, and the tonnage of vessels under that British Indian 
registry being practially negligible. The analysis of the tonnage 
of vessels engaged in foreign trade given above shows that about 
70 per cent, of the total is British, about 1*5 per cent, is British 
Indian and the balance is distributed, in small shares, among a 
number of foreign nations.® The total tonnage of the coasting 
trade is about 20 to 30 million, 75 per cent, of which is accounted 
for by British vessels, 1 5 per cent, by British Indian, 9 per cent, 
by foreign and 2 per cent, by Japanese vessels. The tonnage of 
native craft amounts to 3 million as against 25 million of steamers. 
About 20 thousand vessels, excluding native craft, which number 
1,50,000, are engaged in the entries and clearances of this trade. 

139. Shipping and State Sid:— Vessels belonging to foreign 
countries have been trying to obtain an increasing share of the 
carrying trade, and the governments of those countries adopt special 
measures such as subsidies for encouraging navigation, ship-building 
and the extension of steam-ship routes. The following table will 
give an idea of the dimensions of the total commercial shipping 
tonnage of the world and the shares of the leading nations in it: — 


World’s Shipping. 
(IN MILLION TONS) 


Countries 

1914 

1927 

Difference 

o%> 

England 

18-8 

! 

19-8 

-f 1-3 

Germany 

5-2 

3-3 

- 35-3 

TL S. A. 

2-0 

11-1 

+ 451-1 

France 

1-9 

3-6 

+ 74-0 

Japan 

1-7 

40 

+ 136-0 

Italy 

t 

1-4 

3-3 

+ 137-0 


' t. Review of the Trade of India, 1913-14. 

~ Whiie, of course, enemy ships disappeared from Indian ports during the 
t k° ro was a larger number of Swedish, Norwegian, Dutch and Japans*e 
nt ,f ro “ an ^ in the foreign trade. Japanese vessels increased 

iw.the pre war average, to 283 in 1515-16 and to 477 in 1916-17, 
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The above figures show what changes have occurred in the 
position of world shipping since the War. Leading nations of the 
world have beeu actively protecting not only the ship-building but 
the shipping industry also. Even the British government has afford- 
ed, under the Trade Facilities Act of 1921, considerable financial 
assistance to national shipping. France, Spain, Italy and other na- 
tions have pursued a similar policy. 1 2 * * The total amount of subsidies 
of all kinds paid by the Japanese government to its steam-ship com- 
panies has amounted at times to more than Rs. 2 crores ; in the bud- 
get for 1926, nearly 7 million yen were provided for this purpose. 
With the help of the State, Japanese industries and trade have been 
making rapid progress, and shipping and ship-building have not been 
neglected by that progressive nation. The activities of the Japanese 
mercantile marine are no longer confined to Asiatic waters, and 
Japanese steamship companies have established direct business with 
European .and American ports. Japanese firms have also entered 
import and export business in India in right earnest, and they are 
throwing their tentacles far and wide, starting their factories on the 
Indian soil with a view to more effective competition. 

It may be argued that a large mercantile marine is not indis- 
pensable to the greatness or even to the prosperity of a nation, and 
the theory of international division of labour and of the specializa- 
tion of economic functions may be invoked in support of the 
contention. We may also be told that India can rely upon England 
which possesses the most splendid shipping and ship-building 
industry in the world, to satisfy her demand and that it would be 
wasteful to create a mercantile marine in this country. From the 
point of view of trade, cheapness of freight is the primary and 
deciding consideration but the larger national interests, in apparent 
conflict with it, can not be ignored. Thus Gide, 5 in describing the 
strenous efforts of the French Government to promote the growth 
of French shipping, has anticipated the Free Trade argument ‘ that 
it may be much more advantageous for a country to have its goods 

1 Article by Dr. Kudolf Krohoo in “ Strukturwandtungen der Dautsohon 
Volks wirtachaft," Vol. It. 

2 “ Maritime transport is a lucrative industry and a country ■which like 

Holland in former times and England to-day, transports the goods of all other 

countries, w.U find profit in doing so while the country which has to apply to 
other countries to transport its own products must evidently pay the price of 

it, " — Gide : Politioai Economy. 
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transported cheaply by other countries better equipped for the 
purpose than to do it itself, ’ and asked in reply ‘ whether it would 
not be good for a country as favourably situated as the others to do 
it itself. ' According to that author’s own showing, the state 
subsidies paid in France have apparently proved futile as that 
nation does not seem to have received in return even a portion of 
the value expended in assisting ship-owners and shipbuilders. The 
recent experiments of U. S. A. and Australia have not fared much 
better, and these nations have still to pay Great Britain for the 
shipping services utilized. Such examples of wasteful state effort 
do not, however, provide an argument against the aspiration of the 
people of this country to provide themselves with a modest 
mercantile marine which will prevent powerful foreign combines 
from having Indian trade at their mercy. With a growing foreign 
trade, India does not count in shipping and ship-building when 
compared to other countries, and these are calculated to be impor- 
tant avenues of wealth-creation for her people. If India is able to 
transport her imports and exports in her own steamers, she will 
save Rs. 50 crores a year in freights 1 and will give employment to 
thousands of workmen of all kinds and grades. It is humiliating 
and anomalous that India should be entirely dependent on other 
countries even in coasting trade when the traditions of the people 
ensure the success of indigenous shipping and the requirements of 
economic progress demand development in that direction. India 
has in abundance the material out of which sturdy and enterprising 
sailors are made. They ply their boats along the coasts and take 
them to the Persian Gulf and harbours of other neighbouring 
countries. But even the brave Indian lascars are barely tolerated 
on British steamers and thus are opportunities to promote legitimate 
improvement denied to Indian people. 

Indigenous shipping and ship-building have met the same fate 
as the other old occupations and industries of the country — they 
have gone under in the intense competition with them of highly 
efficient machinery and organised foreign enterprise. A proposal 

1 The freight pet ton to London for Indian rice and ■wheat, which was 
about 11 s. m 1896, 15 a. in 1906 and £ 1 4s. in 1914, rose to £ 4 in 1915 and 
‘o £ 8 8 s. in 1916. It foil to £ 7 towards the oiose of 1919 and was further 
* eda °* d to £ 2 15 s. in April, 1920. The freight declined steadily to the 
18 . our bood of £ 1 5a m 1924-25 and has now nearly reached the pr»- 
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»n favour of their revival and establishment on a modern footing is 
met with the same objection as is encountered by the advocacy of 
the creation of fresh fields for industrial activity as well as of the 
rcsucitation of the other decaying and dead industries of the country. 
The resources necessary for the development of a modern ship-build* 
ing industry such as large steel and machinery works, are wanting in 
India, and the enterprise and organisation required for success in 
the shipping business is absent. To be successful, ship-building 
must be conducted on a large scale, and there is no scope in this 
country for such an enterprise. India lias to rely, therefore, like 
other backward countries, on the ship-building yards of Great Britain 
for its requirements of sliips. As regards shipping, the history of 
the few navigation companies which have been started in India 
within recent years, illustrates the difficulties which have to be faced 
from all sides. When all is said and done, however, the facts stand 
that other nations, not better circumstanced, to start with, than 
India, have built up the above industries with success and that 
every maritime country, small and large, is trying to promote its 
shipping. And with a long sea board, extensive foreign and coast- 
ing trade and with a numerous population accustomed to seafaring 
and with awakened national aspiration, it ought not to be impossible 
for India to have a decent mercantile marine of her own to the great 

economic advantage of the nation. 

♦ 

190. Indian Mercantile Marine:— -The considerations set 
forth above, could not fail to carry weight with the reformed Indian 
Legislature which took an early opportunity to impress on the gov- 
ernment the urgent necessity for the State to do its part in the 
inauguration and maintenance of an Indian mercantile marine. The 
position may be summed up thus : — “ In the first place, there was a 
well-grounded belief among reflecting persons that India, with her 
long sea-board, can not afford to neglect her development upon the 
ocean. In the next place, since 1 914, there have been several years 
when there was a serious shortage of shipping, from which India’s 
trade suffered considerably. Thirdly, Indian enterprise has for long 
suffered from lack of any encouragement or protection ; with the 
result that few Indian shipping companies have been able to survive 
the keen competition and severe rate-cutting which so-called “foreign” 
combines have occasionally introduced into Indian waters.” 1 The 


1 India in 1823-24, 
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'whole question was, therefore, investigated by the Headlam Commit- 
tee which was ashed by government to consider, among other things, 
what measures could be usefully taken “ for the encouragement of 
ship-building and of the growth of an Indian mercantile marine by 
a system of bounties, subsidies and such other measures as have 
been adopted in Japan.” 

The comprehensive nature of the measures required can be 
judged from the fact that the recommendations of the Committee 
were grouped under three heads : (1) provision for training Indian 
executive officers and engineers for the mercantile marine; (2) 
measures for encouraging self-propelled shipbuilding; and ( J ) 
development of an. Indian mercantile marine. Shipowners are natur- 
ally interested in being able to purchase vessels cheap and if they 
bought their requirements abroad, with an eye to minimum cost, 
shipbuilding would have no chance in India, and as it was desirable 
to encourage the building of ships in Indian dock jrnrds any State 
assistance granted to shippers, had to be extended also to that 
industry. The Committee proposed that the object should he 
achieved by the grant of bounties on the construction of ships and 
also assistance in other and indirect ways. As regards a mercantile 
marine, it recommended the eventual reservation of the Indian coast- 
ing trade for ships the ownership and controlling interests in which 
are predominantly Indian and the issue of licenses to trade on the 
Indian coast on conditions calculated to ensure the attainment of 
the aim of equipping India with a mercantile marine at an early date. 
By means of the system of deferred rebates and of unremuneratively 
low rates of freight, the foreign shipping companies can nip in the 
bud any Indian enterprise that ventures to compete noth the 
established monopolists, and many an indigenous navigation concern 
has been wrecked on the rock of such ruthless rivalry. The assist- 
ance sought for the Indian mercantile marine is intended to protect 
it against this kind of killing competition of powerful interests and 
to bring about the transfer of the ownership, management and 
control of ships plying along Indian coasts, ultimately to Indian 
hands. These measures may appear to be drastic and uneconomic, 
hut if the country is to have a mercantile marine, controlled and 
managed “by Indians, in the larger interest of the people, the neces- 
sary price has to be paid. Effective remedies can be applied by 
State initiative and action alone. 
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The Coastal Traffic Reservation Bill, known as Haji’s Bill, 
which was mainly based on considerations set forth above and in- 
troduced in the Legislative Assembly raised a storm of opposition 
on the side of European vested interests. It required that Indian 
coastal shipping should be legally restricted to companies with Indian 
capital and under Indian management. To-day, the monopoly of 
this trade which is in the hands of two European companies, is threat- 
ened by the proposed legislation. It is consequently represented 
by hostile critics as an act of confiscation and expropriation. On 
the other hand, it is claimed that it is neither the one nor the other 
but is a legitimate measure and that in no other way is it possible 
for the Indian nation to secure a mercantile marine of its own, 
at least in the coastal trade. And the issue is boiled down to the 
question " whether the fiscal and economic policy of India should 
be determined in the interests of British capitalists in India, ” or in 
those of the Indian nation. 
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TRADE, TARIFFS AND INDUSTRIES; 
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■ ' 141. Freedom of Trade We have attempted to bring out 
the intimate relation which subsists between the internal and.exter; 
nal trade of a nation and the condition and the development, of .its 
industries.' ' The question that will now engage our, attention will 
be if 1 and 'how this relation may be beneficially, regulated., The 
account given in the last chapter . of the economic, revolution 
which the expansion of internal and • external .exchange has 
brought about in India and which has .reduced the • people to 
the state of producers of raw materials and consumers of foreign 
manufactured imports, likewise leads naturally to a discussion 
of the question whether- it is- desirable, after all, that.- trade 
should be left to take its own" 'course or- it 'should be so regu- 
lated as to ‘make, it. .conduce to the’ 'development of 'indigenous 
industries; and- in any case, to prevent it from affecting prejudicially 
the economic interests of the. country taken as a whole.. . As we 
have shown' in the last chapter, the theory of- international trade 
extends the' idea "of . the simple and mutually beneficial exchange 
between . individuals, to the commerce between communities' and 

’ * * ’ » - L *»* l ^ 

countries, and on that theory, nothing can .be more detrimental , to 
progress than any restriction imposed upon free intercourse between 
natiohsi International' trade on a ! small scale was conducted 'by 
people long before local and .national trade were* expanded;, and 
merchants carried on profitable exchange of necessaries and luxuries 
between distant ! parts of- the -world, .-But.-it was the 1 growth, of 
internal trade and of ■ national ' industries that , stimulated foreign 
trade, and the external commerce had likewise an ' important effect 
on the extent and organization of local and national trade and_ 
industry. National consciousness and political rivalries, however, 
necessitated regulation, restriction and stimulation, and these resulted 
even in wars for trade monopolies. . . This is not, however, a question 
merely of political expediency but of scientific validity and of a 
correct understanding of the proper scope of Economics. 
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' "The State may interfere with the Unhampered operation of trade 
for one “or more of the following four reasons : (1) to secure 
revenue for the public treasury ; (2) to restrict or prohibit 1 the 
consumption of certain deleterious goods ; (3) to control relations 
between individuals in a way that will conduce to the welfare 
of the whole community and (4) to protect national’ indus- 
tries against foreign competition. When _ people are taxed 
through customs duties levied on cbmmbdifies“ imported ‘ from 
abroad, the primary obejct is to obtain maximum revenue and carets, 
therefore, taken to maintain the volume of trade undiminished, but 
in cases where the purpose to be attained is the protection' 'of 
national industries against external competition, high duties are 
imposed so as to restrict and even to prohibit the imports of foreign 
goods. The rates at which goods are taxed on 'importation, 'or at 
export, are called ‘ tariffs, ’ and the schedules or ‘lists containing 
the names and descriptions of articles now-a-days include' ’hundreds 
of items with minute Specifications. A protective tdriff is deliberate- 
ly restrictive while a revenue tariff 'ensures freedom of trade. ‘’’A 
large majority of the' nations of the World to-day, pursue a system 
of protective or restrictive tariffs. Not that they do not appreciate 
the value of unhampered exchange between nations, because they 
are ever striving to open new markets and fresh sources of raw 
materials ; but they believe that tlie unchecked competition of other 
nations in their domestic markets is harmful to indigenous industries 
and therefore they raise high tariff walls in" order "to keep out 
foreign commodities. In the 'policy of States regarding international 
trade, the advance has been from ignorant restriction to enlightened 
and scientific, regulation. 


>" •’ ) <r ' >. * T , , 

The basic theory of international trade, viz. that of compara- 
tive costs or advantage, took a long time, to., shape ; itself and, win 
general appreciation. Commerce with strangers was, for centuries, 
looked upon as a, bargain in which one of the two parties derives 
{ benefit, and foreign trade was nothing but the exploitation of foreign 
countries for the advantage of one’s own nation. The Physiocrats 
believed that foreign trade, like domestic, produced no real wealth 
and that if one of the parties to the bargain gained, it was at the 
expense of the other. They, however, condemned the restriction of 
foreign trade on the ground that liberty and free competition alone 
made plenty possible. The ideas of freedom of action and competi- 
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lion were, at their time, slowly gaining strength. The old guild 
system was crumbling and there was a general protest against the 
restriction of liberty, in economic as well as in political and social 
affairs. The war of American Independence and the French Revo- 
lution shook the social fabric seriously and every where impatience 
of control and regulation began to be betrayed. 

142. State Regulation : — The Physiocratic doctrine repre- 
sented the reaction which took place in France against Mercantilism 
that had held the field in Europe for nearly three hundred years. 
Adam Smith, following and improving upon the Physiocrats, led 
the movement in favour of freedom in England, and the policy of 
commercial restriction became discredited there till at length in 1 845 
the last shackles on international exchange were thrown off and 
the flag of free trade was planted on the citadel of British mercan- 
tilism. It was at one time the fashion to pass wholesale condemna- 
tion upon the thought and policy of Mercantilists but they have 
latterly been better appreciated. Mercantilist tendencies which 
prevailed in Europe in the sixteenth, seventeenth and eighteenth 
centuries, are thus summarised " ( 1 ) Towards over-estimating 
the importance of possessing a large amount of the precious metals ; 
( 2 ) towards an undue exaltation ( a ) of foreign trade over domes- 
tic, and ( b ) of the industry which works up materials over that 
which provides them ; ( 3 ) towards attaching too high a value to 
a dense population as an element of national strength ; and ( 4 ) 
towards invoking the action of the state in furthering artificially 
the attainment of the several ends thus proposed as desirable. ” ’ 

In spite of the obvious errors and exaggerations of Mercantilism, 
the circumstances of the time, it is now conceded, necessitated its 
adoption and even rendered it beneficial. The growth of communities, 
profoundly conscious of their independent nationality, the discovery 
of the new world, the Spanish monopoly of the mines of the precious 
metals there, the struggle for the control of trade with the East and 
the religious discord which raged over Europe, easily account for 
prevalent policy of commercial and industrial restriction. Some of 
the chief features of the protectionism of to-day are clearly survivals 
of the ideas underlying the mercantilist system, and traces of Col- 


1 Ingfsta ! HistoT 7 of Polities! EccBomjr. 
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bertism, for instance, may be seen in the tariff policies of modern 
States, though they are, no doubt, intended as correctives to the 
intensely individualistic and competitive tendencies of modern times. 
Even Adam Smith justified certain exceptions to his general doetrine 
of liberty and approved of the English Navigation Act on the ground 
of defence being more important to a nation than opulence. The 
theory of commercial freedom was perfected by Adam Smith's 
followers, and in the hands of Ricardo and Mill, it assumed a 
rigidity which, in its turn, provoked a reaction. By the middle of 
the nineteenth century, the Free Trade theory of the Classical 
School had won a complete triumph in Europe. 1 

But the sense of triumph felt by the advocates of free trade 
was rudely disturbed by the appearance of List's System of National 
Political Economy. The political and economic conditions of Ger- 
many favoured the success of his book and of the new doctrines it 
preached, and the publication of List’s work was as great a land- 
mark in the development of economic thought as the appearance of 
the Wealth of Nations had been two generations before. List’s 
work was characterised by originality, and he was a pioneer in the 
field of developing National Political Economy. He introduced 
two ideas that were new to current theory, namely, (1) the idea of 
nationality as contrasted with that of cosmopolitanism, and (2) the 
idea of productive power as contrasted with that of exchange values. 
High hopes had been entertained about the spread and acceptance 
of the free trade doctrine and it was believed that a new era of 
universal peace and amity had dawned. The favourable attitude 
of European nations including France and Germany, in the sixties of 
the last century, gave special encouragement to these hopes. But 
this dream was shattered by the awakening of national consciousness 
in countries which were economically backward and by the growing 
desire among them for many-sided national development. List 
maintained that regulation of trade and industry was necessary for 
the systematic development of a nation’s resources and of its latent 


1 “Freedom ofintoruationel trade was accepted as a sacred dootrine by 
the economists of every country. In Germany, as in England, in France os in 
Russia, there was complete unanimity among scientific authorities. The sooie- 
hots at first neglected this topio, and when they did mention it, it was to express 
their oomplote approval of the orthodox view." — Gide and Rist i A History of 
Eoonomlc Dootrinss. 
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productive capacity, which may be hampered by;[foreign competi- 
tion.’ “The American economist Carey directed. his attack, likerList, 
against the industrial pre-eminence of England and substituted for 
the ideal of international division of labour the ideal of independent 
nationality, each nation devoting itself to all branches of economic 
activity and thus evolving its own individuality.” 

- r- " r 1 * 

. The wave of reaction which was thus ushered in, spread all -over 
the world, and there is not a single country jn the world to-day, 
excepting England, which has not avowedly discarded the absolute 
doctrines of the classical school of Political Economy. 1 yiews of 
economists are naturally coloured by the special conditions of their 
•own countries with which they are intimately familiar. English eco- 
nomists favoured free trade because it suited the requirements of 
Great Britian best, and American and continental thinkers preferred 
protective tariffs for a similar reason. And even in England the 
movement against the State’s attitude of indifference towards com- 
mercial and industrial organization, has gathered force, and ‘■the 
experiences of the greatest war known to history, have necessitated 
a revision of national economic ideas and ' policy. The lofty ideals 
underlying the League of Nations, about international amity and co- 
operation and the resolutions of tbe'Economic Conference of May, 
r 1927,. have not been ' translated into realities so far as protective 
tariffs are concerned, in tbe prominent countries of the world such 
as U. S. A., France and England. 


193. Golonial Policy:— European nations, in the grip of a 
i profound faith in Protection, endeavoured to stimulate manufactured 
exports and to discourage imports from foreign countries, except raw 
materials and the precious metals. They exercised a rigid control 
over the trade of their colonies in the West and the East and mani- 
pulated it in such a way as to benefit the mother country at the 


. 1 'List says in one of his writings! — “ We Consider all the branches of na- 
tional economy together a a organized limbs of one body ; we consider tbe whole 
as well as tho individual parts, such as industry, agrioulturn, trade, shipping as 
constituent parts of the nation, which are the very essence of tho nation, oven 
ns much as its political administration and the system of military defence ; in 
the regulation of these elements as of the others, tho whole past, present and 
.atcre of our nationality and cur relations towards other and great national com • 
muaiti*, * r , to be considered."— Arinr Sommer: “ Friedrich Lists System der 
i'olSnsohen Oionemie" 
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expense of their, economic development. • Spain- monopolised "the. 
trade with her, colonies in the new world and tried to prohibit, other 
countries from participating in it. The wars of-Ehglnnd with Spain,' 
Holland and France during the seventeenth and eighteenth centuries 
were colonial and commercial wars, and the jealousies' which have: 
marred the friendly relations of European powers with one another 
during recent years, have been also commercial. England' lost her 
American colonies on account of obstinate insistence On the exercise 
of .sovereign authority in internal as well as external economic affairs; 
So .ingrained was the belief in the old country's natural rights to 
control the trade and shipping of its colonies that the British ^emig- 
rants in America did not even dream of disputing it. ■ i •- 

The settlements, protectorates and spheres of influence of Euro- 
pean powers in Asia, Africa and America, which are inhabited by back- 
ward races, are fields of economic exploitation, and attempts afemade> 
to keep them as preserves for the- trade and industries of the dominant 
or the mother country.. Economic and political Imperialism : has 
thus become the normal policy of the leading nations' - of the world, - 
and economic control over weaker peoples has always been sought 
by them. • Rival powers often arrive' at agreements to share. the 
benefits of economic exploitation on certain > terms. But colonies 
where white populations have settled, can no longer be - treated ,as 
plantations used to.be in olden times,- and' the American' War of.i In- 
dependence taught a lesson which has been taken to heart. These 
new .nations, with undeveloped resources, ; have .the same - economic 
aspirations as the -older, ones, and they evince, a desire' to, >, stimulate 
manufactures, within their own borders. - The tendency now, .there- 
fore, jis to draw together countries inhabited by ■ people' of - the same 
race and bind them by ties of preferential tariffs. Large . aggregate's 
thus form customs unions, and they trade freely among themselves, 

only penalising r the trade c»f foreign' countries.' ' ,T! " ’ 1 * 

■ >- «'i‘ •• v*.' : d; 

, While, tariff wars, are, therefore, waged with foreign , and,. rival 
countries, concessions, are given .by. friendly and allied nations r, to 
one another. Competing, countries come to ; terms, with each ..other, 
and .“the, most favoured nations’, treatment”, is a recognized means for 
creating amicable trade relations. The , tariff reform movement - in 
England ha9 two aspects : it is intended to protect British industries 
against the encroachment of foreign nations; and the Dominions, are 
to be linked closely to the mother country by a scheme of preferen- 



rttAt>r. t Muprs a»;s> m»t 4 snur-. 

tial trade within the Empire. BritHi Dominions Have, of tliclf own 
accord, been dlserhmnftt?»j; in favour of goods imported from the 
United Kingdom. Mr, Joseph Chamberlain initiated the movement 
icon after the Boer \vnr. and though, owing to the continued pro-' 
perity of England, in spite of or as n result of her free trade policy/ it 
was discredited for a time, the world war added tremendous weight 
to the demand for Protection and Imperial consolidation. * Such 
were the apprehensions entertained regarding the disastrous conse- 
quences of the war, that even before it had closed, this problem was 
investigated bv the Balfour Committee appointed by the Asquith 
coalition government in 191*. " to consider the commercial and in- 
dustrial policy to he adopted after the war, with special reference to 
the conclusions reached tit the Economic Conference of the Allies." 

The Committee recommended, in view of the experience gained 
during the War, that special steps ought to be taken to stimulate the 
production of food stuiTs, raw materials and manufacture* within 
the Empire wherever the expansion of production was possible and 
economically desirable for the safety and welfare of the Empire 
‘ fherefore the Imperial Government should now declare its adher- 
ence to the principle of preferences for products and manufactures of 
the Dominions in respect of any customs duties now or here-after 
imposed upon imports into the United Kingdom.' The committee 
further considered it necessary soon to consider as one of the 
methods of achieving the above objects the desirability of establish- 
ing a wider range of customs which would be remitted or reduced on 
products and manufactures of the Empire and which would form 
the basis of commercial treaties with Allies and neutrals. The re- 
ception accorded to the report in England brought out the usual 
sharp divergence of view which still exists on the question. 

UA4. Commercial Treaties After the close of the War, 
laws like the Safe-guarding of Industries Act were passed and 
measures were taken by the State in England to give direct and 
indirect assistance to national trade and industries. But a radical 
change in fiscal policy did not find favour with the nation, as a 
general election fought on tlie issue of Protection demonstrated. 
Mr, Baldwin's government, even with an overwhelming conserva- 

1- tlio Author’s "Indian Industrial and Economic " Problems' 

ahCfctere I end II. • . . .. , . 1. 
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tive majority at its back, could only attack the problem by a flank 
movement and proposed to assist industries in specified exceptional 
circumstances and with adequate safe-guards. The feeling, however, 
that some measure of protection, in one form or another, is essential 
to certain industries is growing stronger in England. Even without 
formally giving up free trade, the British government lias extended 
assistance to national industries in an indirect manner, and to that 
extent, British attitude relating to individual freedom and unres- 
tricted competition, has been modified. Favourable treatment 
to a country’s exports can be and is secured by means of treaties 
with foreign nations. But having no comprehensive high tariff, 
Great Britain has little to give in exchange for concessions from 
others. As against its single tariff, protectionist nations have either 
the 'general’ conventional tariff or 'the maximum and minimum’, 
tariff which enables negotiations being conducted with a view to 
obtaining fair treatment. Reciprocity and ‘fair trade’ are established 
as a result of commercial treaties, and international jealousies, attacks 
and reprisals are thus avoided. Commercial agreements have,, 
therefore, become very common in recent years. 

The case for British tariff reform, in fact for the tariff policy 
of every nation, stands or falls with the actual application rather 
than the general acceptance of the theory of the reciprocal advantage 
of the freedom of trade. It would be absurd to increase facilities 
for exchange and then to obstruct it by means of tariff walls. Nations, 
however, find that the unregulated imports of certain goods tend to 
restrict the market for home manufactures and are driven to measures 
of a restrictive character or of artificial stimulus to indigenous indus. 
tries. International understandings and treaties are, therefore, an 
important advance over crude attempts to penalize and to retaliate 
upon foreign industries. The overriding influence of international 
cartels and trusts is a new factor in the situation of world-economy, as 
it is developing to-day. Round no subject has such bitter controversy 
raged as round that of the comparative merits of Free Trade , and 
Protection. Let it be noted here that Protection, as commonly 
understood and defined, is a systematic attempt to develop the 
industries of a nation by the imposition of prohibitive and discri- 
minating 1 duties on manufactured goods imported from other 
countries with a view to put an end to or minimise foreign 
competition. Import and export duties are the usual means 
52 
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employed to protect and promote industries and to retaliate upon 
foreign countries for their policy of restriction. Dumping and anti- 
dumping measures illustrate the principle underlying this policy. 
Those who are oppsed to Protection, insist upon the absolute individual 
freedom of trade as being essential for the development of a nation's 
resources and regard interference of the State with the freedom of 
exchange and competition as detrimental to the best interests of the 
community, and every restriction of trade designed either to assist 
home industries or to do harm to another nation as a source of in- 
jury to one’s own self as well as to others. Protection lias refer- 
ence, therefore, not only to restrictive import and export duties but 
also to other measures taken by the State, such as bounties and 
subsidies and favourable railway and ocean freights, for the protec- 
tion and encouragement of national industry and trade. 

The Protectionist's potent weapon, however, is the import duty 
with which he fights with the foreign manufacturer and seeks to keep 
out or restrict the import of his commodities in order to give a fair 
or favoured field to the indigenous producer. This policy is a 
legacy of the Mercantilist regime, and the spirit of the old commer- 
cial system survives to-day though the form of the protection given 
and the grounds on which it is given, have been slightly changed. 
Advocates of Protection also seek to reconcile their theory and 
practice to the general development of economic doctrines and thus 
to defend themselves from the criticism which is regarded as justi- 
fied against Mercantilism. The preservation and encouragement of 
home industries, relief of unemployment, national defence and the 
maintenance of the high national standard of living and culture are 
among the chief grounds. Having regard to the fact that commer- 
cial rivalry was one of the causes of the world war, statesmen gave 
expression to the lofty sentiment that in future there was to be only 
one universal league of nations and that there were to be no separ- 
ate cliques and groups within it. But these hopes have not borne fruit; 
and separate treaties of commerce are the order of the day again, 
showing that nationalism is too strong for cosmopolitan ideals. As 
we have pointed out, however, trade agreements and international 
understandings are a guarantee of some stability of amicable re- 
lations. There is a promising future for international action in 
us direction and even intense nationalism may be reconciled to 
C needs Qf freedom of exchange within reasonable limits. 
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Reference must be made in this connection to the creditable 
work which is being systematically done by some economists to 
emphasise the beneficent interdependence of nations in M world- 
economy," at Kiel and Leipzig in Germany, for instance, and to the 
writings of Professors Bernard Harms, Hermann Levy and Sartorius 
von Waltershausen, which have been already alluded to. These 
thinkers have laid stress on the solidarity of international interests and 
have demonstrated how economic intercourse is calculated to foster 
peace and prosperity in the world if those who direct national policies 
will avail themselves of the means ready to their hands. The World 
Economic Conference was welcomed on that account. Unfortunate- 
ly economists can not build their conclusions and base their 
counsel on ideals and have to take proper account of nationalism as 
a reality and as an important factor in human society. World eco- 
nomy differs from national economy fundamentally: In the former, 
nations do not correspond to the provinces within agiven nation and 
the ties of solidarity created by common laws, government and 
taxation, are wanting in it. As Dr.R. Stolzmann says, it is but right 
that England should strive to maintain a policy of free trade, but 
"when, as Ihering remarks, weak Iambs join the lion’s roar of free- 
dom, it proves nothing else but that they are sheep 

145. The Rival Views : — Opinion on the question of choice 
between the laissez foirc doctrine and benevolent State intervention 
for the protection of national industries, ranges over a wide area. 
Some thinkers pin their faith to the 'natural order’ and the beneficence 
of free competition ; others, while accepting this doctrine in general, 
would relax its rigidity under certain exceptional conditions e. g. 
national securtiy and infant industries ; while many thinkers main- 
tain that under a system of natural liberty, a nation’s prosperity is 
endangered and therefore State regulation of industry and trade, 
if not ownership as well, arc absolutely essential. Dealing with the 
subject of international trade we have shown that in economic theory, 
exchange of commodities between nations as between individuals 
is advantageous to the parties concerned but that in applying the 
theory, certain peculiar circumstances have to be taken into account. 

As a practical measure, therefore, protection will not be a panacea 
for all economic ills as free trade will not prove uniformly 


l “ Th«ar%tUoh« Gruudfcagtu z.um Problem Frsihundol odor Schutizoll Jr 
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beneficial. Freedom of contract and competition are universally 
recognized as essential to ordered life and progress ; the State ia, 
however, allowed to interfere with it and to protect the debtors 
against rapacious creditors and helpless tenants against oppressive 
landlords and to prohibit and control the emplo} r ment of women 
and children in factories. State interference is equally essential 
when the disturbance of internal equilibrium is caused by forces 
working from without. And this is achieved through protection. 

Economists have taken pains to expose the subtle fallacies 
underlying the doctrines of Protectionism and Free Trade, and 
some of the absurdities of their positions, far from being obvious, 
are not easy to appreciate. The faith of the free trader in his 
favourite principle is as deep-rooted as the belief of his opponent in 
the beneficence of the panacea of protection, and the fiscal creed 
has become almost hereditary and amounts to a superstition in 
countries like England. It is necessary, therefore, to find out what 
truth there is in the contention of the two sides, particularly be- 
cause what commercial policy it is desirable to pursue in India, will 
best be decided in the light of this discussion. The Protectionist is 
wrong, it is contended, in thinking that international trade is an 
evil, perhaps a necessary evil, and that he can restrict imports with- 
out hampering the course of exports which he is anxious to maintain 
or that he can tax or hurt the foreigner without injuring himself. 
It is by a division ol labour and specialization among nations 
that the production of wealth can be conducted under the most 
economical conditions to the benefit of communities and of the 
whole of humanity. Competition gives stimulus to production and 
enables individuals and nations to give of their best. Protection 
levies a tribute on the whole community for the benefit of a section 
of it and the artificial fostering of industries is wasteful and demo- 
ralizing. If trade with foreign countries can do harm, internal 
exchange must be equally injurious. It does not really matter Which 
industries flourish in a country so long as it can exchange its 
products for those of other nations and can secure therefor a greater 
amount of utility. Protection deprives economic activity of all 
'timulus which competition imparts to individual efforts, dulls the 
edge of industry, creates harmful monopolies and vested interests, 
engenders jealousies among nations and disturbs the peace of 
the world. 
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Protection can not admittedly work miracles and it must act 
within certain limits of general economic advantages. The, free trader, 
however, does not take adequate account of other factors which are 
concerned in the problem. The analogy of the pacifist would here 
be instructive. He hates war and costly armaments. His is a noble 
ideal of universal peace and harmony. But what is his experi- 
ence of the hard facts of past and contemporary history ? Victory 
goes to the biggest batallions, and small and weak nations are 
crushed under the heels of ambitious neighbours. The number of in- 
dependent nations has increased instead of decreasing, as a result 
of the treaties which closed the War. The League of Nations, 
so far as international trade, at any rate, is concerned, has yet 
to justify its existence, and President Wilson’s ‘fourteen points’ have 
remained on paper only as pious wishes. The political idealist can 
not get rid of the fact of the existence of national sentiment, and the 
day is yet far distant when the world will become a joint family with 
the nations, small and large, as loving members. Then again, the 
suppression or subordination of national individuality, even if it 
were practicable, may not subserve the cause of civilization and 
progress, and the imposition of free trade under all 'conditions, can 
not be universally beneficial . 1 

-•While complete freedom of trade .and harmonious international 
co-operation should be tiie ideal of each nation, communities must 
enjoy the opportunities of self-expression. Every nation must 
develop its own resources to the best of its capacity, and the world 
will be all the better for being constituted into a commonwealth of 
fully developed peoples. If and to what extent .a nation should 


1 “On the other hand, the free traders fail to make allowance for an neport- 
tant element in the problem. The essence of free trade is cosmopolitanism; the 
osssende of prototion is nationalism. Free trade holds up to our contemplation 
the ultimate eoonomio ideal, hut fails adequately to reckon with actu il foroes. 
The universal republic is far in the distance, and the separate nations still have 
on Important fbnotion to subserve in developing their own individuality and thus 
contributing distinctive elements to tbe common whole. Legitimate competition 
pre-snpposes, as wo have seen, a relative equality of conditions; as long as the 
growing nations of the world are in a state of economic inequality, we must 
expect and not entirely disapprove the effort on tbo part of each to attain equality 
by hastening its own development. Ultimately, no doubt, patriotism will be as 
much of an evil as particularism ha3 now beoome ; but in the present stage of 
human prbgrojs, patriotism it a virtue. Free traders overlook the sound kernel 
in wh»t teemt to be the apple of disoord," — Sehgman. 
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resort to protectionism must be decided on a review of several 
factors pertaining to the geographical, physical, political and social 
conditions of the nation. Protection is unsuited to countries the 
bulk of whose exports -consist of manufactures which require free 
markets for their disposal. The land inhabited by the people may 
be inadequate for producing the necessary supply of food which 
must consequently be imported. Unfettered exchange of cereals 
and raw materials must be allowed by them as they will seek wider 
avenues for the sale of their own products. But countries otherwise 
circumstanced may find it beneficial to resort to protection directly 
in their own interests and ultimately in those of the whole world. 1 
These may possess abundant raw materials and potential labour 
power but may be lacking in industrial organization. Foreign com- 
petition, unless checked and regulated, will prevent the national 
resources from being exploited. The history of economic develop- 
ment in U. S. A., Germany and Japan is eloquent on this point. 

Some of the evils which come in the wake of Protection are 
patent, and can not always be successfully guarded against ; but 
competition may be unfair and the advantages of free trade may be 
too dearly purchased. Cheap imports disturb a country’s economic 
equilibrium, destroy old indigenous industries, prevent the rise of 
new ones and create unemployment. Capital may be lacking, 
power of readjustment is wanting and labour is not mobile. Even 
in free trade countries, the State interferes to protect the weak 
against the strong, the borrower against the lender, the labourer 
against the capitalist, the tenant against the landlord. Due care 
is thus taken to maintain a proper equilibrium of internal economic 
relations. Why then hesitate to follow a similar policy when the 
wave of disturbance comes from outside ? Restriction may also 
become necessary for national defence, and the larger interests of 
the people may call for State intervention and the regulation of 
exchange. Even internal competition in a country can not 
be left entirely unfettered to produce its evil effects, and 


1 ** But -when tbe economic resources of a country are not yet fully develop- 
ed, it may nonetheless be desirable to accelerate the pace in the interests of its 
own immediate national progress, with the idea that the contribution of fully 
cconotn >°ally well rounded nations to the commonwealth of the 

,, V ri „* If long-run exceed the gain from an uneven and one-«ided evoiu- 
sion. — belieman. 
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the operation of the law of supply and demand can not 
always be trusted. International competition stands upon the 
game footing and calls for restriction even more urgently. 
No nation can afford to look on unconcernedly while its neighbours 
are arming and preparing to attack it. This is not a bogey 
conjured up by the imagination as the history of industrial and 
commercial combines will demonstrate. If another nation sets up 
a rival industry and promotes it by means of bounties and subsidies 
so as ultimately to kill your own, you have to take measures to 
protect it. Protection against depreciated currencies and dumping is 
thus admitted to be legitimate, and it is advocated in favour of infant 
industries. Foreign competition may, however, be quite legitimate 
and it is unnecessary to presume evil intent; and measures taken to 
meet it may, besides, recoil on the head of the protecting nation. 
Advocates of protection, in many cases, fail to appreciate the value 
of such competition which stimulates economy and improvement; 
but there are limits to it which must be recognized. Bolstering up 
of industries in the face of natural disadvantages, is indeed a waste- 
ful and foolish proceeding, but impetus given by the State by means 
of import duties, financial assistance, scientific advice or otherwise, 
may create conditions that will prove favourable to the revival of old 
or the establishment of new industries. Protection is indeed liable 
to abuse, but so is free trade. 

mb. Indian View: — We have briefly described in the last 
chapter the economic revolution which took place in India in the 
course of the nineteenth century. England was, at the time the 
revolution commenced, in the grip of the protectionist and colonial 
policy. Heavy import duties were levied upon Indian manufactures 
going into England, and instead of conserving and improving the 
nascent industries of India, the East India Company looked only to 
its dividends and political power. When England was protectionist, 
India suffered from her protectionism ; and when free trade became 
the fiscal creed of the country, India still continued to labour under 
a disadvantage owing to outside competition and the neglect of the 
indigenous industries. Indian people had little voice in the govern- 
ance of the country and in the determination of its policy, fiscal or 
otherwise. Their interests could not, therefore, be safeguarded, 
when other interests, notably those of British manufacturers and 
merchants, came in conflict with them. 
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The failure of a few earl)- efforts made to introduce modern in- 
dustries into India with State encouragement was enough, according 
to the self-centred and laisscz fairc views which prevailed at the 
time, to lend support to the theory, (in its application to India,) that 
tropical countries with their abundant raw materials and trying 
climate, were not suited to the development of manufactures and 
must be content with agricultural pursuits. Direct State aid to the 
growth of industries was, on tliis theory, not to be thought of; and 
nothing was left for the government to do except to leave private 
enterprise and competition unfettered and to remove obstacles from 
the path of trade and to stimulate freedom of exchange. “The efforts 
of the state were concentrated on the improvement of communica- 
tions and on facilitating the flow of trade, which continued, under the 
conditions above described, to consist mainly of exports of Indian 
raw material and imports of foreign manufactured products. But 
feeling which gradually arose among thoughtful men in India, that 
the existing conditions were unsatisfactory and were even inimical to 
national development, was well founded and accentuated by the 
growing pressure of foreign competition, and latterly by the stress of 
a terrible war, has culminated in a universal demand for a complete 
industrial system on Western lines.” 1 2 

To those who were free traders by conviction or faith, it did 
not matter if, one after another, Indian industries decayed and the 
country came to depend entirely upon 'agriculture. They rejoiced 
that the foreign trade of India steadily expanded and pointed to it as 
a sign and measure of prosperity. Opponents of free trade wanted 
protection, but not for Indian industries. Indian markets were to be 
thrown more widely open to British manufactures* and closed to for- 
eign goods. India has had no independent fiscal policy consonant 
with the opinion of the intelligent and educated public. Indian thin- 
kers, enlightened by western education and equipped with a study of 
the history of western nations, however, came to reflect upon the 


1 Report of tho Industrial Commission, page 2. 

2 "Generally spoaking, the duties on raw produce were at the rate of 3i 
per cent, and manufactured articles at 3) to 5 per cent.; but until 1848 these 
duties were doubled in the ease of goods imported in foreign ships. After this 
(lato tho nationality of the shipping was ignored but differential dutios continued 
to be levied up to 1859 in accordance with tbe nationality of the goods, the duty 

Koods being double the duty ou British goods.” — Report of the Indian 
Fiscal Commission, 
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economic condition of their country and felt convinced that India's 
poverty could not be remedied without a conscious effort on the part 
of the State to stimulate indigenous industry and Indian enterprise. 
France, America, Germany and Japan had adopted protection, they 
said, and asked why India should not do likewise. 

The impression of Indian feeling, formed bj r an outside observer 1 
like Prof. Lees Smith which has been referred to in the foot note, 
correctly reflects the situation. Being a confirmed believer in the 
doctrine of free trade, an examination of conditions in India, 
convinced him of the futility of protection and led him to the conclu- 
sion that ‘India needs a strong free trade school among her thinkers 
and administrators. ' Among the latter he may find a large number 
of free traders. But in the peculiar situation in which India stands, 
he hopes in vain for the establishment of an influential free trade 
school in this country among Indian thinkers. The latter appreciate 
the good points of the free trade position and are conscious of the 
drawbacks of protectionism. But in their view the balance of 
advantage lies in protectionism judiciously applied. Earlier Indian 
thinkers were strongly impressed with the blessings of free trade for 
India. They had been brought up and educated in an academic 
atmosphere of fredom breathed by Mill, Cobden and Bright and were 
led to believe in the beneficence of free imports and exports ; but they 
found that the Indian fiscal policy was not genuine free trade and 
that the political aud economic condition of India provided a clear 
case for the adoption of protection, or it came under the exceptions 
admitted by free traders themselves. 

V}7. History of Indian Tariff : — Since ancient times customs 
and inland duties on traffic have been levied by Indian rulers mainly 
for the purpose of revenue. From Chanakya’s Arthashastra and the 
Smrities one can see that elaborate regulations were drawn up and 
enforced with a view to tax and control trade. Imports were 
encouraged or restricted according as they were supposed to be 
specially advantageous or harmful. Government control in this re- 
gard was ou a scale that would satisfy the extreme claims of modern 


1 “Publio opinion in India is overwhelmingly protectionist. If she wore 
granted her fiscal freedom there is no doubt that she would uso it to eroot a high 
tariff which from the naturo of hor trade would bo directod chiefly against 
British goods."— H. B. Lees Smith : India and tho Tariff Problem. 
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as far as it was practicable to do so. In 191 6 the list of exemp- 
tions was cut down and machinery, railway material and iron and 
steel were subjected to a 21 per cent, duty ; and the general tariff 
was raised to 71 per cent. In 1 9 1 7, the duty on cotton goods also 
was raised to 71 per cent., the excise remaining at the old level. The 
general rate was further raised to 1 1 per cent, in 1921 and to 15 
percent, in 1922. The rate on cotton piece goods was 11 per 
cent, and the excise w r as not disturbed. Luxuries like motor cars 
and watches were taxed at the rate of 20 per cent, in 1 921 and at 30 
per cent, in 1 922 ; and sugar, matches and liquors came in for large 
increases, the duty on iron and steel going up to 10 per cent, in 
1 922. In 1 91 6 the exports of raw and manufactured jute and of tea 
were taxed, the duty on jute being doubled in 1917. Two years 
later, an export duty was levied on raw hides and skins and 
it was described as a measure of protection for the indigenous 
tanning industry. The tendency now is to reduce or take off 
duties so far as this is permitted by the exigencies of the exchequer. 

The principle of discrimination in favour of countries in the 
British Empire, consisting of a rebate of two-thirds of the above 1 5 
per cent, duty, was introduced in that connection, at the same time ; 
and there was apparent an effort steadily to extend its application. 
Protection was, however, deliberately adopted on a considerable 
scale only in July, 1924 with special legislation in respect of the 
steel industry, passed in the preceding month. Except for the pro- 
tective duty on steel, the Indian tariff was a revenue tariff till the 
closing months of 1925. Several of the duties were levied at high 
rates solely with the object of securing revenue, but some of them, 
at any rate, could not but be protective in their effect though 
this favourable influence on indigenous industries was neither regular 
nor intended. The system of bounties and subsidies was likewise 
not favoured. We shall now proceed to consider how the policy of 
a purely revenue tariff has given place to a system of adulterated 
free trade or a diluted form of protection. 

148. Birth of Indian Protectionism:— It has been shbwn 
in the first two chapters of this book how Indian political and eco- 
nomic thought took a nationalist turn in the closing decades of the 
last century and how this change was brought about by the contrast, 
which forced itself on the mind of the educated classes, between the 
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economic conditions in this country and abroad and the commercial 
and industrial policies which were pursued here and in other coun- 
tries. Indian thinkers, though brought up in the traditions and 
atmosphere of individualism and laissez faire , came strongly to feel 
that a different attitude and policy in matters economic was requir- 
ed in this country if it was to progress and not to decline. It did 
not escape their attention that competition between a backward and 
helpless country like India and a progressive and powerful nation 
like England was neither fair nor beneficial. Patriotic Indians like 
Dadabhai Naoroji,' Ranade and R. C. Dutt, therefore, pleaded for a 
change in State policy and for constructive "work to save and promote 
the development of indigenous industries. Mr. Ranade exposed the 
evils of the laissez faire policy pursued in India and showed how State 
assistance w r as needed for the economic development of the country. 
His essay on Indian Political Economy, which bears distinct traces 
of the influence of the National School of Political Economy and in 
which be attempted to apply the most recent economic theories to 
Indian conditions, has become a classical exposition of the attitude 
of Indian thinkers on the subject, and his lead has been followed by 
students in the present generation. 

The origin of the Swadeshi movement, which has secured 
enthusiastic advocates among the best thinkers of the country, is to 
be found in their conviction that free trade is incompatible with 
healthy national economic development and that the country must 
adopt a policy of Protection. If the State does not stimulate 
industrial progress, it was argued, the people must be prepared to 
promote it by patronising home industries even at a sacrifice as 
consumers and investors. Protection, after all, imposes temporary 
burdens on the public through customs duties or bounties and 
subsidies. Government, as representing the community, is the 
proper body to arrange this. The Indian Swadeshi movement 


1 "I like free trade but after what I have said to-night you will easily see 
that free trade between England and India in a matter like this, is like a race 
between a starving, exhausting invalid, and a strong man with a horse to ride on. 
Eroe trade between countries which havo equal command over their resources is 
one thing, but oven then tho Colonies snapped their fingers at all such talk. But 
what can India do? Before powerful English interests, India must and dees go 
to the waU.”— Tjj 0 Poverl y of India, 
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transferred that function of the State to concerted public action. 1 
The little political power which the constitutional reforms of 1919 
placed in popular hands, was immediately utilised to promote this 
same cause. In a speech he made at Lucknow in 1 907 on the 
Swadeshi movement, Mr. Gokhale traced the industrial decay of 
India and the harm which free trade had done to the country, and 
observed : — “The State by a judicious system of protection, should 
then ensure conditions under which new infant industries can grow 
up. And until the new industries can stand on their own legs, it 
becomes the duty of the State to have a protection wall around. 
This is what America — already one of the richest nations in the 
world, and one which will yet reach the foremost place — has done, 
and the case is the same with France and Germany.” The Charkha 
and Khaddar movement, is nothing but a propaganda of the old 
Swadeshi cause, only in. a more intensive and restricted form. It is 
also a protest against the apathy and free trade policy of govern- 
ment and an attempt at economic reconstruction. An up-to-date 
expression of opinion on the whole subject is to be fouud in the re- 
port of the Fiscal Commission and the debates in the Legislative 
Assembly on problems arising therefrom. 

1^9. Right Policy for India : — This brief account of the 
views held on the important question of fiscal and industrial policy by 
Indian economic students and public men will show in what direction 
the thoughts of responsible educated men in this. country have flowed 
and how our government is now veering to this opinion, thanks to 
the upheaval created by the war, to the political progress of the 
country and to a change 'in the angle of vision even of British 
statesmen. Their economic and historical studies have strongly 
impressed Indian thinkers with the beneficent efficacy of the 
measures which most foreign nations have taken during the last two 


1 Mr. R. 0. Dutt's historical studies and his long experience as an admi- 
nistrator led him to similar oonolusions. Speaking of the Swadeshi movemont, 
ho remarked : — “The Swadeshi movement is one which all nations on earth are 
seeking to, adopt at the present day. Mr. Chamberlain is seeking to adopt it 
by a system of protection. Mr. Balfour seeks to adopt it by a scheme of retalia- 
tion. France, Germany and tho United State and all the British Colonies adopt 
it by building up a wall of prohibitive tariffs. We have no control over our 
fisoal legislation; and we adopt tho Swadeshi soheme, therefore, by a laudablo 
resolution to use our home manufactures, as far as practicable, in preference to 
foreign manufactures."— Spot ch at the Benares Industrial Conference, 1905, ' 
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generations to promote their industrial development, and they have 
been convinced that the reasoning and conclusions of the advanced 
schools of Political Economy in the West, are applicable to the 
conditions of India rather than the theories of natural law, individual 
liberty and of free competition of the Orthodox school. They 
appreciate the free trade doctrine in the abstract and will be in- 
fluenced by it only to the extent that the}’ will desire that Protection 
to be adopted in this country should be of the right kind and the 
evils associated with it should, as far as possible, be avoided. Some 
of them will, more than others, press for the proper consideration 
of the interests of the consumers, tax-payers and the land-holding 
classes, and insist that the voice of labour will also be heard. But 
until conditions radically change, the national policy can not be that 
of absolute free trade. 


The strongest objection to Protection is that it usually fails to 

produce the results expected of it, and those who propose a specific 
measure of protection, have to calculate carefully the effects it is 
likely to have on the economic condition of the different classes and 
interests in the country . Will the people receive a full recompense 
ior the sacrifices Protection will exact from them ? Will not foreign 
capitalists and organizers of industries take advantage of State 
assistance and leave the children of the soil just where they stood 
before ? Is there not a risk of powerful combinations and trusts 
creating monopolies and screwing profits out of the poorer and the 
weaker classes ? Considerations such as these require the closest 
attention. Mr. Gokhale, for instance, faced the problem with a 
judicious frame of mind and weighed all the arguments that could 
be urged on both sides before pronouncing his opinion. When the 
question of the cotton excise duties was under discussion in the 
mperial Legislative Council in March 1 91 1, he gave expression to his 
view in regard to the Free Trade versus Protection controversy, which 
W as ln substance the same as the conclusion presented above. 1 


Protection* "mvV* ,°?“ lDe t0 the larger a9pect of Free Trade versus 
say at once bri6 . fly . to state ra ? Position in this matter. I may 

coantries and a- a ,u- C 3nv,cl,on 1 am uot an upholder of Free Trade in all 
Present than aav oth ■f rade . can no “or® prevail universally at 

In the same tviv W ° <v° ldea1 ’ foc i nst ance, the hrotber-hood of man... 
a will be a W dfn T” 30 f0t aU oountries ma y all right in theory but 
^‘battimecLft J ° r ° "*° sha11 have U 5° practice everywhere. And 
Us cr?rn way. »• ’ ery country must take care of its economic interests in 
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It was of particular importance, however, that taking the word 
* Protection ’ in its comprehensive sense, Mr. Gokhale proceeded to 
distinguish between the right' and the wrong kind of protection : — 
<! The ri ght kind jaLprotection, " he said, “ is that under which the 
growing industries of a country receive the necessary stimulus and 
encouragement and support that they require but under which care 
is taken that no influential combinations, prejudicial to the interests 
of the general community come into existence. ” “ The wro ngjtind 
of protection, on the other hand,” he continued, “is that underwhich 
powerful influences and combinations of interests receive assistance 
to the prejudice of the general community', the general tax-payers of 
the country. And I believe that the right kind of Protection, if 
available, will do good to India.” As will be shown later, this aspect 
of the problem of Protection has been receiving due weight and that 
the attitude of 'hands off’ towards industrial development has been 
materially modified. A Department of Industries, under a special 
Member, was long ago created in the Government of India for 
stimulating industrial developments; and the Provinces too now have 
similar departments under direct popular control. That little has 
been yet done by these departments, in the way of industrial 
development, is another matter. 

The peculiarity of India’s position to which we have adverted is 
that the people have still no effective voice in the government of 
the country and in the shaping of the national policy, economic and 
political ; and the large industries and the growing foreign trade of 
the country are in the hands of non-Indians. Resistance to State 
action proceeds with special force from these two quarters. The 
constitutional machinery by which the wishes of the people can be 
enforced, though greatly improved, needs important adjustment. It 
has been pointed out how other than purely Indian interests are apt 
to carry weight with the government, and the Secretary of State for 
India who controls the Government of India, being a member of the 
British Cabinet, is swayed by the pressure of capitalists and manu- 
facturers in England. If protectionjs, therefore, to be granted to 
Indian industries there must be a guarantee that the profits that will 
accrue, •will remain in lndia and not be carried away by those who 
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have no stake in tbc-countryd This aspect of Indian protectionism 
requires very careful consideration. There is a danger of purely Indi- 
an cnterpiisebeing sacrificed to foreign and non-Indian vested interests 
that may be created behind the shielding walls of protection. I hat 
the public and the legislature in India are alive to the risk of a policy 
of protection turning out more detrimental than free trade, may be 
seen from the report of the Fiscal Commission and the action taken 
to give effect to its recommendations. The risks adverted to here, 
however, do not render a free trade policy necessarily more adapted 
to the needs of India. 

150. Indian Protectionism? — Till the m’ddlc of 1924, the 
Indian tariff was entirely on a free trade basis ; and tins policy as 
ell as that underlying the imposition of the cotton excise duties 
was dictated by faith in Free Trade and by the influence of 
British industrial interests \\ hose pressure was irresistible. It was 
and is the honest belief of some that free trade is the right policy to 
adopt in Iudia in view of the undeveloped character of its natural 
resources and the poverty of its people who want a variety of cheap 
imports to improve their standard of living; thus the conflict of inter- 
est between the classes and the masses is brought out by some, and 
others argue that portection will benefit a few Provinces e.g. Bomba 3 T , 
at the cost of the agricultural provinces like the Punjab; while a few 
have made no secret of their opposition to Protection in India partly 
on the additional ground that it would be detrimental to the interests 
of English manufactures. It will be convenient to summarise the 
arguments in respect of Protection in India. 

(1) A free trad e policy in this country would mean only 
drifting along the whirling currents of the world’s economic develop- 
ment ; and philosophic resignation to the so-called laws of nature 
and passive submisson to organized foreign competition, will be no- 
thing but courting disaster. The policy of d rift, so long pursued, has 


, I- Under these circumstances, Mr. Gokhale was constrained to hold that, on 
(the whole, a policy of Free Trade, reasonably applied, wa3 tho safest polioy for 
(this country. He thought that “ otherwise influential interests, influential com- 
|j.natioas, and influential parties in England who can have ready access to the 
l’ ' r ei a State to whom vra have no such access, will not fail to take the 
L“ s f t ad ^ OIitia So of the situation and this huge ergrne of protectio n, which is a 

ithe 5n.°„ Vr0r ,’ em Ployed not in ihe.intcrests.ofthe people, pf.Jndia, _but~in 

.^interests of those parties.” 
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already proved harmful, and in the international struggle for econo- 
mic progress, this country must arm itself with the necessary 
equipment. The after-war slump has demonstrated how manu- 
facturers have sold goods in foreign markets at prices below cost and 
in ruinous competition with their rivals. (2) The country has varied 
and abundant natural resources, but labour and industrial organiza- 
t : on are not efficient and consequently its wealth-production is 
insufficient for the needs of an increasing population. Too much 
dependence on agriculture, under-production, severe pressure on the 
soil and unemployment or insufficient employment are serious draw- 
backs in the position. This state of things can not be ameliorated 
if we trust merely to individual self-interest and initiative. (3) The 
recognized scope of the functions of the State has been steadily 
widening in ever}’- progressive country; and the promotion of econo- 
mic development is one of the important duties of government. (4) 
Trade is undoubtedly a friendly and mutually advantageous exchange. 
But unfair competition, struggle for existence and survival of the 
fittest admittedly figure prominently in international commerce, and 
hence the need of protection. (5) Supporters of Protection must 
not be understood to advocate an indiscriminate imposition of 
restrictive import duties on all manner of articles. Other countries 
like France and the United States of America, have had such high 
tariff walls erected to keep out and restrict the import of foreign 
manufactures. Conditions in India are not identical in many parti- 
culars and great forethought and discrimination must be^ exercised in 
framing the fiscal policy. (6) Landed and manufacturing interests 
are often in conflict, and the Indian tariff must be constructed with a 
view to the benefit of the country as a whole and to the position of 
the various industries in the country ; and its effect on the different 
classes of the community must be carefully calculated. India is an 
extensive country with varied physical and economic conditions 
prevailing in its different parts, and the protection of one interest is 
likely to conflict with that of another. What isbeneficialjromthe point 
ofviewo£the nat ion as a whole, on a balance of considerations, must 
be adop ted. (7) Import duties do nol always tax the pockets of the 
foreign manufacturers ; they may not check imports and may 
confer little advantage on the home producer. They will, in certain 
cases, only mean an addition to the sacrifice exacted from the 
consumer. Political consideration apart, boycotts of foreign goods 
are apt to prove futile, meaningless and even injurious. Discrimi-.. 
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nation, in favour of- home-made -goods-combined— with- constructive 
industrial-effort is, however,- efficacious, e.~g. -Swadeshi. 1 (8) If the 
State has to make the tax-payer contribute more largely to the 

public expenditure, impprt-and-export-duties-xaay_-prove-convenieht 
and productive. They , constitute a fayourite method of. .raising 
revenue, and the free trade conscience ought not to be shocked if 
such duties, when levied solely for revenue purposes, tend to have a 
protective effect. The protection, if it is irregular, - uncertain~and- 
haphazard, must-be systematised. (9) Here it must be made clear 
that many queer notions, full of fallacious reasoning, are current in 
connection with this subject in India as elsewhere ; and they have 
to be guarded against and corrected. All im ports are thus often 
dubbed as dumping and, _all..exports~as__a^ drain of t he c ountry’s 
wealth. Ignorance, and lack .of . clear- thinking are , responsible_Jbr 
the.papular JaUades-wkicli are indulged in. even by educated people 
in .this regard. (10) When protection^ is „once_ introduced, everj r 
industryisapt.todemand.it. fop itself, and a high. tariff imposed 
for. the benefit of one industry Is. likely „to prove harmful... to 
the interests of the others which also- call for protection. Thus the 
claim of indigenous manufacturers of machinery, paper and other 
commodities are in conflict with important interests, and the protec- 
tion of steel in India has already involved the grant of protection to 
the engineering and other industries. Great care and impartiality 
are needed to form a correct estimate of-the rival claims of industries, 
and the legislature must be judicious and firm. (11)' Restrictive or 
prohibitive customs duties, which Protection ordinarily implies, by 
themselves, will not, however, solve the economic 'problem. They 
are expected to assist the indigenous industries in their state of 
infancy or weakness, to compete with their foreign rivals,' provided 
of course, the latter are discouraged by the duties and retire from the 
field or restrict their operation in the Indian market. An attempt 
will have to be simultaneously made to improve the conditions in 
which the industries are carried on and to bring them up to the level 
of their rivals. Care must be taken to see that Protection does not 
entail a sacrifice on the consumers, while failing, at the same time, to 
make national production more efficient. Protective duties^. raise 
cost of living and. .of . production; and unless they are 

U, 1 Uio Author's ' Indian Industrial and Economic Fcobioms, ’ especially 
6,11010 on 8wad 0 ahi and Boycott. ' " 
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to be in operat ioa.foc_a Jemporary p eriod and are to helgjto .increase 
indust rial effic iency, they will prove,a . useless. burden. They must 
be clearly understood to be one of the ways of ensuring the success 
of a new undertaking and must not be allowed to dull the edge 
of enterprise and productivity. (12) The Indian Protectionist 
must also ask himself if Protection might not merely mean that the 
manufacturer who now competes with you from a distance, would 
transfer his activities to India and compete with you withiruyour- 
own .boundaries ” ? 1 This risk is not imaginary. Protectionism 
injmdia, as in other countries, is of course, intensely national ; and 
it would obviously insist upon purely Indian enterprise being pre- 
ferentially assisted by the State so that schemes of development 
started, by non-Indians may not take' unfair advantage.. (13) In 
Western countries there are large reserves of capital, enterprise, tech- 
nical knowledge, scientific experience and trained labour, and they 
are constantly progressing. In dia is ..still . in the initial stage of in- 
dustrial development and will meet with serious competition at every 
turn. (14) There will have to be a steady improvement of -all- 
round, efficiency ; and the education, the outlook, and. in fact, 
the whole life of the nation must be given a new twist., The 
awakening has begun and must become widespread and rapid. (15) 
When all the disa dvantages of,- .protection .are .weighed .against. -its 
be nefits , one_canjnotbut feeljthatin Jke.present backward andhelp- 
le_ss... condition- of-India,- -with™pawerful_ industries, .established in 
foreignjcquntriesjjthe balance inclines in favour. of a policy. of .State 
assistance, to .economic enterprise. And that is the decision which 
government in this country has been compelled ultimately to adopt. 
That by the spread of suitable education, by the grant of scholar- 
ships tenable abroad and in India, by a provision for scientific research 
and experiment, by demonstrations and by means of financial and 
other aid, the State can and ought to promote the industries of the 
nation, lias been admitted even by staunch free traders. Experi- 
mental factories have been tried not without success, in the Madras 
Presidency. Demonstrations are being given in agricultural and 
manufacturing processes, and new models of agricultural implements 
and liand-looms are being introduced. But thisjvork must.be done 
on a l arger scale than now and the problem of the methods by 
which capital and expert advice are to be provided to industries in 


1. Sir W. Clarke : Speech in the Supreme Legislative Council, Maroli, 1916, 
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the initial stages with sufficient guarantees, must be immediately 
tackled. Directors of Industries have to undertake this work of 
economic organization and they must proceed with the same enthu- 
siasm as the Registrars of Co-operative Societies have done. (I 6) 
While following the hisses faire policy in the matter of trade and 
industries, the State in India has assumed several functions which 
in other countries, are left to private enterprize. The State here is 
in many respects, more national and socialistic than is usually sup- 
posed. 1 The Indian State regards itself as the universal landlord ; 
it owns most of our railways and manages some of the most import- 
ant among them directly; extensive irrigation works are financed, 
constructed and managed by it ; it is the biggest banker in the country, 
and Lord Morley once boasted of the immense business done by the 
India Office; it manages metallic and paper currency and foreign ex- 
change and lends capital to cultivators ; it intervenes between 
private landlords and tenants on behalf of the latter; it seeks to 
protect the poor debtor against the exactions of the money-lender 
and to prevent land from passing from the hands of cultivators into 
those of other classes ; it has either the monopoly or the effective 
control of the manufacture and sale of opium, salt and liquors ; the 
Indian forests are a big state property, and the state is called upon 
to exploit it systematically and vigorous^'. The same principle 
has to be extended further and consciously applied to the industrial 
^development of the country on lines which have now been approved 
byother national governments. "(1 7) Protection m its , yariousTorms , — 
customs duties, bounties, subsidies, rebates and other schemes of 
State assistance, — i s the pric e„whichot .people has to pav for securing, 
disadvantage of- economic -progress w hich would otherwise not be, 
attained and it must be regarded strictly from that point of view. 

15J. Fiscal Dependence of India: — It is a fact w r orth noting 
that the discussions of tariff problems in the Indian legislature and 

X While the problem of unemployment and the question of checking the 
% r S ^-° f C0IDPetiti011 ate edging rublic atten-ion ,n England the Government 
° , n ' a ^as taken upon itself the duty of relieving distress and saving lives 
in times of scarcity and famine. Railways and canals have always been practical- 
_ 3 [i^ an ° rtakiag3 ' tenancy acts and other measures have been 

attomnt ? sa 'f gtlar< l t * 10 Poor tenants against the exactions of the landlord. An 
money ®, BU to sav ® the rayats from the exacting clutches of the 

mio Probu^ r ’>. S,r T ' ^orison. See the Author’s “Indian Industrial and Econ- 

vrowems,’’ page 157. 
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outside have, until recently, been mostly of an academic character, 
with an air of unreality about them. Neither the government nor 
the people of India could take any final decisions and act upon 
them. The free trade conscience of the authorities in England who 
had the last word on these matters, and the pressure of vested 
interests in that country which they found irresistible, stood in the 
way of the pursuit of the national policy indicated in the above 
paragraphs. The demand for fiscal autonomy for India was based 
upon this anomalous position in which the Secretary of State could 
override the wishes of the people of this country strongly backed 
up by the Government of India and the Provincial Governments, as 
was done by Lord Morley. Whenever any question relating to 
fiscal policy or State assistance to industries, came up before the 
Indian legislatures, the government in India could not take action 
which it thought best in the interests of the country, and it had to 
confess frankly that “ their policy is and must be the policy of His 
Majesty’s Government. ’’ 1 It will be seen presently that a change 
was introduced by the Montagu-Chelmsford reforms, which promises 
to render India more or less autonomous in matters fiscal. 

The self-governing Dominions enjoy complete freedom in this 
respect. Their governments have Taised tariff walls against the manu- 
factures of England and they have been allowed to do so. India, 
not being autonomous, however, the government here was not 
allowed to enjoy this necessary freedom to manage its affairs in 
accordance with the country’s circumstances and needs, and thus its 
interests were ignored or were subordinated to other interests. This 
was a long-standing grievance, and none gave expression to it more 
bitterly than the Government of India itself. The Secretary of State, 
who is a member of the British Cabinet, is directly responsible to 
Parliament and is subject to the influences of British patriotism and 
party politics. Parliament itself does not take much direct interest 
in Indian affairs, and British manufacturers and ex-officials who are 
members of either House, are able to shape Indian policy. The 
latter can effectively thwart his measures of reform if the Secretary 
of State is independent-minded and progressive, and will strengthen 
his hands if he is opposed to progress. 

As Mr. Gokhale has said, in the matter of securing this fiscal 
autonomy which India legitimately claims, “there is really not 


1 Sir "William Clarke in the Supreme Legislative Council, 
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much to choose between the two ( now three ) parties in England. ’ 
The Liberal party, wedded to free trade, feels that India’s salvation 
lies in the continuance of the existing policy and it says that India 
would be worse off if protection were to become the accepted policy 
of England. India's dependence would thereby be intensified and her 
industries would become more helpless than now. On- the other hand, 
members of the tariff reform part} 7 point to the destruction of the indi- 
genous industries as the evil fruit of free trade, and used to condemn 
the cotton excise duties in unsparing language. They, therefore, advise 
the Indian people to accept their scheme of preferential trade within 
the Empire, though they can not favour the idea of allowing India 
to frame her tariff according to her peculiar conditions and interests. 
The Labour party, which sympathises with India’s political aspira- 
tions, is a strong believer in freedom of trade and is not likely* to be 
eager to support her demand in this regard, as curtailment of the Indian 
market resulting from the protection of indigenous industries here, 
spells unemployment to British workmen. Whichever party may 
be in power and whether it be in England or in Australia, tariff 
policy is powerfully influenced by imperial and national considera- 
tions. Did India enjoy fiscal autonomy like the self-governing 
Dominions, her position would be enviable while she was courted 
in this way by two parties. As a matter of fact, however, whatever 
policy got ascendancy in England had to be the policy of India 
too, whether it was suited to her conditions or not. But this 
state of things can not continue and has already undergone a 
change. 


The question of protection and fiscal autonomy for India is mixed 
up with the Imperial problem of preferential trade and defence 
and has invested the latter with special and immediate interest. 
Schemes of imperial preference and imperial reconstruction, have been 
discussed for several years, but their discussion has had only an 
academic interest. When the late Mr. Joseph Chamberlain started 
his campaign of tariff reform, the Government of India were sounded 
as to their views in the matter. The countervailing duties imposed on 
bounty-fed sugar coming from Germany and Austria-H u ngary, in the 
time of Lord Curzon, liad evoked a warm controversy in England, and 
that T iceroy had made, what was regarded as a contemptuous refer- 
once to ‘the mutterings of the priests at the shrine of free trade.’ No 
oc nntc scheme of preferential trade had been placed before the 
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Indian government; but the latter expressed the view that India 
wanted a free hand and would not like to be involved in tariff wars. 

152. Imperial Preference:— The Government of India was 
of opinion “that (1) without any such system India already enjoyed 
a large, probably an exceptionally large, measure of the advantage of 
the free exchange of imports and exports ; (2) that if the matter were 
regarded exclusively from the economic standpoint, India had some 
thing, but not perhaps very much, to offer to the Empire; that she 
had very little to gain in return ; and that she had a great deal to lose 
or risk ; and (3)in a financial aspect, the danger to India of reprisals by 
foreign nations, e\en if eventually unsuccessful, was so serious and 
their results would be so disastrous that India would not be 
justified in embarking on an}’ new policy of preferential tiade 
unless assured of benefits greater and more certain than an}’ which 
had so far presented themselves to the Government of India." 1 
Later events, such as the occasional meetings of the Imperial 
Conference, the discussion of the problems of Imperial defence and 
trade and particularly the intimate association of the Dominions 
and of India with England in the war with Germany, put an altoge- 
ther new complexion on the situation. ' Not that free traders were 
convinced that restriction of imports would do good to England oi 
that preferential trade within the Empire would add strength to the 
economic position of the country. The resolutions passed by the 
Paris Conference did not meet with their hearty approval and the 
proposed arrangements about preferential trade within the Empire 
and with the Allies were declared to be unsound. But the struggle 
with a resourceful enemy, required an efficient organization and 
concentration of resources, and the voice of controversy was natural- 
ly silenced for the time being. Many difficult post-war problems 
also presented themselves for solution and a closer unification of the 
Empire was found to be imperative. 

It appears as if the enemy, who had prepared himself for the war 
while the world slept in fancied security, took the Empire by surprise, 
and the latter made up its mind that this should not happen again. 
One of the guarantees of the future peace of the world was to be con- 
stitutional reconstruction of the Empire and with it the readjustment 
of the economic and fiscal relations of England and the Dominions. 


1 Webb: India and the Empire. 
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The urgent need of such reconstruction impressed itself so strongly 
on the minds of people that it became the subject of animated 
discussion. So long as the struggle continued, attention had to be 
concentrated, however, on efforts to win the war. But any discus- 
sion of the issue of constitutional reconstruction naturally involved 
the consideration of the fiscal problem also. The general lines on 
which the tariff question could be decided, were clear. The integral 
parts of the British Empire must admit the goods of one another on 
specially favourable terms, if not absolutely free, and all of them 
must put more or less prohibitive duties on foreign imports, the 
Allies coming in for favourable treatment and friendly neutrals being 
treated more favourably than the enemies. This arrangement, like 
tariff reform schemes formulated before the outbreak of the war; 
was calculated to serve two purposes, first, to unite the Empire 
more strongly and make it self-supporting and secondly, to promote 
the industries of Great Britain which suffered from the competition 
of foreign countries like Germany, by ensuring to it a steady supply 
of food and raw materials and markets for its manufactures. 

U nder such a scheme of imperial organization, India was, of course, 
entitled to occupy the same position as the Dominions.The importance 
of India, arising out of her strategic position, her commerce, her 
raw materials, her size, her teeming population and her markets, has 
been recognized b) r free traders and tariff reformers alike. India’s 
whole-hearted participation in the struggle, the sacrifices made by her 
people for the cause of the Empire and their readiness to go through 
thick and thin with their brother citizens of the United Kingdom and 
the Dominions, gave the Empire a new vision and a new sense of duty 
towards this country. But among those who thought and wrote about 
imperial reconstruction, there was hesitation and reluctance to accord 
to what was only a Dependency, the status and the privileges of the 
self-governing portions of the Empire. The fiscal organization of 
the Empire must be based on the principle of mutual concession and 
reciprocal sacrifices. And India's willingness to bear her responsi- 
bility as an equal partner in the Empire could never be doubted. 
But a disposition to treat her as a trusted dependent and to expect 
her to bear burdens without enjoying corresponding powers and 
rights, made all the difference. 

153. Indian Government’s attitude:— -It could not be 
cmanstratcd that India would benefit by consenting to be included 



INDIAN GOVERNMENT’S ATTITUDE* 433 

ti 

in schemes ,of imperial preference such as those adumbrated by tariff 
reformers and imperialists in England and in this country. India has 
claimed fiscal autonomy, because her people want freedom to frame 
their tariffs and protect their industries against external competition 
including British. Preferential trade, which will not be in conson- 
ance with this object, can not be acceptable. In their despatch of 
1903, the Government of India frankly stated: — “All past experi- 
ence indicates that in the decision of any- fiscal question concerning 
this country, powerful sections of the community at home will 
continue to demand that their interests, and not those of India alone 
shall be allowed consideration." Speaking in the House of Commons 
in 1908, Lord Curzon reiterated these views. He observed: — 
“What has been our experience in the past in India of the manner 
in which the influence and power of the Secretary of State 
as the ultimate ruler of India are exercised in the direction 
of the fiscal policy of India? It is that in fiscal matters the 
Government of India has to take the views of the Secretary of State 
whether it agrees with them or not and these views are more likely 
to be guided and shaped by English than by purely Indian consi- 
derations.” The economic development of India is bound up with 
fiscal autonomy for India and fiscal autonomy is bound up, in its 
turn, with popular control of the Indian government. These are 
fundamental factors in this problem of the fiscal organization of the 
Empire ; and to speak of India's participation in a scheme of Imperial 
Preference without raising her status in the Empire to genuine 
equality with the Dominions and giving the people constitutional 
control, is utterly to misunderstand the whole problem. 

The history of the cotton excise is eloquent of the conflict of in- 
terest between Great Britain and India, of the stand which the Gov- 
ernment of India lias taken against the selfish obstinacy of Lancashire 
and the continued victory of British manufacturers over public opin- 
ion in this country. It will be shown in a later section how political 
power could not be indefinitely exercised in this way for the benefit 
of England and at the cost of India, and how the distrust, created by 
the cotton excise, of the declared intentions of British policy towards 
the aspirations of the Indian people, at last forced the concession of 
a substantial measure of fiscal autonomy to the Government of India. 
Several Finance Members and other members of that government 
have been genuine free traders and have honestly felt that protection 
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would prove harmful to the best interests of this country. But even 
they could not conscientiously support the cotton excise duties and 
found a relaxation of the strict free trade policy imposed on them 
from above, to be necessary. Thus when in 1910, the impending 
extinction of opium revenue compelled the Indian Finance Member 
to levy additional taxation and to raiso customs duties on certain 
articles, he had to disown all intention to frame "a Swadeshi budget” 
and to declare: "I think Swadeshi is good; and if the outcome of the 
changes I have laid before the Council result in some encouragement 
to Indian industries, I for one, shall not repent it, but I would em- 
phasise the fact that the enhanced customs duties are attributable 
solely to the imperative necessity of raising additional revenue." 1 2 * He 
then went on to point out that even in Free Trade England consi- 
derable revenue duties had been imposed for revenue purposes and 
that “ in countries which depend mainly on ' agriculture, where the 
population is poor and there are no large and profitable manufactur- 
es it will be long before you can dispense with customs receipts as a 
part of the revenue essential for the administration of the country. 
Here we notice (i) the Finance Member’s anxiety to disown all idea 
of imposing duties for protective purposes and the apologetic tone he 
adopts for appearing to frame a Swadeshi budget ; (ii) the necessity 
he feels to enhance customs duties for providing a larger revenue ; 
and (iii) his conviction that in an agricultural and backward country 
like India, the government must depend, to a considerable extent, 
upon customs receipts as a part of its revenue. There were several 
directions in which more liberal expenditure was urgently needed 
e.g. expansion of education and improvement of sanitation ; and more 
reliance had to be placed upon this form of indirect taxation to pro- 
vide the funds required. Faith in the free trade doctrine could not, 
therefore, be allowed to prevent the Finance Member from imposing 
import and export duties, though they might have a protectionist 
tendency. 

159. Fundamental Principles Leaving aside the exten- 
sive controversial literature which has appeared on this subject, 8 we 
may proceed to point out the fundamental principles which are 

1 See LoYat Fraser's Lord Cuczon and After, page ,347, 

2 Scej'Tho Colonial Conference, the Cobden Club’s Reply to the Preferential 

Pi scaT'c ommi Tar ^ Reform League’s Pamphlets ; and Report of the Indian 
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involved in it. ' (1) In the first place, in whatever fiscal arrangement 
is proposed, representatives of the people of India must have an 
effective voice in the discussion and determination. The self-gov- 
erning Dominions struggled to obtain this fiscal freedom and equal 
partnership in the Empire, and to-day they are acting as the equals 
of the United Kingdom. In 1859, the Finance Member of Canada 
administered a rebuke to the Colonial Secretary when the latter 
tried to interfere with the fiscal rights of the Colony. He said : — 
“ Self-government would be utterly annihilated if the views of the 
Imperial Government were to be preferred to those of the people of 
Canada. It is, therefore, the duty of the present Government dis- 
tinctly to affirm the right of the Canadian Legislature to adjust the 
taxation of the people in the way they deem best — even if it should 
unfortunately happen to meet with the disapproval of the Imperial 
Majesty.” 1 The new partnership concedes to the Colonies a share in 
the shaping of the destinies of the Empire which was formerly 
entirely in the hands of the British government. Owing to' the 
recent war, this partnership in the British Commonwealth of nations 
became more real and live, and now means virtual ' independence, 
tempered with common loyalty to the Crown and to traditions and 
sentiment of race. ' ' ' 

(2) India must be treated on terms of equality with the 
Dominions Jn this respect, and the concession of justice must be 
preceded by the grant of fiscal autonomy. The first without the 
second is futile. The concession of the nominal equality of status 
in the Empire and of representation in Imperial and international con- 
ferences will not be'enough. A complete change of heart and equality 
in deed as well as in word are essential. It may be said that this is 
impossible so long as India is not a fully self-governing Dominion. 
But if that is so, it is useless to talk of India’s equal status in the 
Empire. (3) The Government of India, which will have to be 
endowed with full fiscal freedom must also, as a condition precedent 
to a participation of this country in an arrangement- of preferential 
trade, be made amenable to the control of the people. The present 
fiscal autonomy of India is obviously partial and not wholly satis- 
factory. The above three things are inseparably bound up with one 
another. When these conditions are satisfied, it will be perfectly 
fair to expect from India all the sacrifices which imperial rcsppnsi- 


1 Percy Hard and Archibald Hnpd : The New Empire Partnership. 
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bility will throw on her shoulders. The main object of Imperial 
preference is the consolidation of the Empire and mutual aid and 
sacrifices for the promotion of the material prosperity of the parts 
as well as of the whole. Every measure that enriches the component 
parts enriches the Empire, and no tariff scheme will be acceptable 
that is calculated to injure the individual interests of the Dominions 
or of India. The effective organization of the defence of the Empire 
is a large and important problem. And India can render consider- 
able help in solving it by contributing a small naval force as well as 
an army of her own. But in order to enable her to shoulder her 
increased responsibility she must be allowed to strengthen her 
financial and economic position. India's new status was recognized 
by her representatives ( of course, nominated by an unresponsible 
government ) being admitted to the Peace Conference and other 
international conferences, and her being made an original member 
of the League of Nations along with the self-governing Dominions. 
And thus Great Britain would claim from India sacrifices similar to 
those made by the latter. But does India enjoy real fiscal autonomy 
like the Dominions and are the sacrifices expected of her truly 
similar? These questions must be satisfactorily answered before 
Britain's claim can be admitted. 

155. The Transition : — The question of Imperial preference 
and Protection is no longer one of. a purely, academic character 
and has now become • a live issue of practical politics. Without 
committing the country to the abandonment of free trade and 
the acceptance of protection as a national policy, the Coalition 
Government - in Great Britain introduced into its budget . for 
1920-21, the -principle of Imperial preference by . lowering the 
existing import duties slightly in favour, of Empire products like 
tea, coffee, tobacco and sugar. This measure entailed an insignificant 
loss of revenue to the British exchequer and was not open to the 
usual free trader’s objection, as it would cheapen and not make dear 
the food imported into the country. But the adoption of the princi- 
ple of preference in England, raised the important question about 
the reciprocal- concessions other parts of the Empire would give to 
t^e country. The Dominions have retained their preferences for 
mpire goods, originally granted without any corresponding con- 
< ~* reat ®”hrin. In moving, in the Central Legislative 
d , for the appointment of a committee, In February 1920, to 
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examine trade statistics and to report, 'whether or not it is advisable 
to apply to the Indian customs tariff a system of preference in favour 
of goods of Empire origin/ Sir George Barnes made it clear that the 
time had arrived to examine the question afresh. 

It is necessary to state here that leaving the general question of 
preferential trade within the Empire to be decided later, the Govern- 
ment of India had, inl919, already imposed a 15 per cent, duty on the 
exports of raw hides and given a preference of 10 per cent, in that con- 
nection in the form of a rebate to the other constituent parts of the Em- 
pire. This step was taken with a view to protect the many tanneries 
which had been established in this country during the time of war to 
supply munitions to the government, and the preferential treatment 
was intended to promote the development of the tanning industry in 
the Empire so that it might become self-supporting in respect of 
leather goods. The export duty and the rebate did not, however, 
work satisfactorily, particularly owing to the economic depression 
prevailing all over the world, and it had to be reduced in March 1 923, 
to an all-round rate of 5 per cent. 

• Lord Curzon’s government had deprecated the involving of 
India in any scheme of Imperial preference, and the Committee 
mentioned above, examined recent trade statistics in relation to Sir 
Edward Law’s minute attached to the Indian government’s despatch 
of 22nd October, 1903, on that question. With reference to the 
apprehension of retaliatory measures on the part of foreign countries 
the Committee was of opinion that ‘in view of the demand for our 
raw materials, there is no danger to be feared on this score and that 
the apprehensions of Lord Curzon’s government in respect of this 
particular aspect of the question would, in present circumstances, be 
unreal.’ As regards the loss and profit likely to arise to tins country, 
the Committee expressed the view that higher duties imposed upon 
foreign imports, the existing tariff being retained for revenue pur- 
poses, would result in the case of Empire goods, in enhanced prices 
for the Indian consumers and that the benefit from an increased- 
market for our exports within the Empire, was limited. The general . 
conclusion of the Committee, therefore, was that -‘India is neither 
likely to gain nor to lose appreciably on the balance by the adoption 
‘of a moderate preference in our import duties.’ The Committee re- 
commended that the whole question should be examined by a strong 
committee, 



438 


TRADE, TARIFFS AND INDUSTRIES 


The effect of the constitutional reforms of 1919, was not to 
make the Government of India responsible to the Legislative 
Assembly ; and the Secretary of State for India’s general control over 
it, was retained. It will suffice to state here that the proposed 
convention by which the Indian government would generally be 
allowed to have its own way in framing its tariff, and the Secrotary 
of State’s interference would be confined to cases in which the obli- 
gations of the Imperial Government to foreign nations would make 
it necessary, 1 was a decided stop in advance over the old position 
in which the Secretary of State dictated its fiscal policy to the 
Government of India, especially because the latter was to come 
under greater influence from Indian public opinion, there being three 
Indian members in the Viceroy's Executive Council and a large 
majority of elected members in the central legislature. The Joint 
Select Committee of Parliament was quite explicit in declaring that 
fiscal autonomy had to be conceded to India but that it could not 
be guaranteed by statute ‘without limiting the ultimate power of 
Parliament to control the administration in India and without 
limiting the power of veto which rests in the Crown. ' It was urged 
further that neither of these limitations found a place in any of the 
statutes in the British Empire. The Joint Committee’s argument in 
favour of a convention in preference to a statutory provision appears 
to be conclusive though, of course, every thing would depend upon 
how the convention would be worked. What was not quite clear was 
the exception to the Indian government’s fiscal freedom in cases 
where the Secretary of State’s intervention is allowed for safeguarding 
f any fiscal arrangements within the Empire to which His Majesty’s 
Government is a party’. It was apprehended that this would imply 
that India would have to acquiesce quietly in any scheme of Imperial 
preference which His Majesty’s Government might adopt, irrespec- 
tively of Indian public opinion and the opinion of the Government 
of India. Such eventualities were not unlikely, and in those cases, 
it was feared that India’s fiscal autonomy would’ be nothing more 
than a name. 


k ^ke n t Select Committee of Parliament on the Government of Indio 
for th^^’ k tato1 ^ ia lt3 re r°rt: — “Whatever be the right fiscal policy for Indian 
that TT k 6r consum « rs os well as for her manufacturers, it is quite clear 
BritR!*.. °a 8 have the same liberty to considor her -interests as Great 
m e»n, Australia, New Zealand, Canada and South Africa.” - \ r. 
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150. Industrial Policy:— For years together, before the 
recent war, public opinion in India urged upon government the 
imperative necessity of its taking varied active measures for the 
promotion of industries in the country, and many of the Provincial 
governments had commenced efforts, inadequate and unsystematic 
as they were, in this direction. The Madras Government, for in- 
stance, introduced into its Province a number of new industries by 
the demonstration of their commercial success. But the local 
European community interpreted this as a serious menace to private 
enterprise and unwarrantable State intervention in affairs which 
ought to be left to private enterprise ; and when the Government 
asked the Secretary of State’s sanction for a larger scheme of indus- 
trial development, Lord Morley, in his despatch of 29th July, 1910, 
deprecated the diversion to State-managed, commercial enterprise, 
of funds which were urgently required for the extension of indus- 
trial and technical education. He laid down the State’s attitude in 
this respect in the following words : — “ The policy which I am 
prepared to sanction is that State funds may be expended upon 
familiarising the people with such improvements In the methods 
of production as modern science and the practice of European 
countries may suggest ; further than this the State should not go, 
and it must be left to private enterprise to demonstrate that -these 
improvements can be adopted with commercial advantage. ” 1 

The ‘ deadening effect produced by Lord Morley’s dictum ’ 
was a decided set-back to the desire of the Indian government to 
pursue an active policy of industrial development by means of 
demonstration and otherwise. Lord Crew, in 1912, while accepting 
the general principle laid down by his predecessor, put a liberal 
interpretation upon his dictum and showed how it gave very wide 
scope to the Indian government for doing what it wanted, viz. the 
demonstration of the commercial possibilities of certain industrial 
processes and the advantages of improved machinery. Even within the 
limitations imposed by Lord Morley on the sphere of the State’s 
industrial activities, a great deal could have been done ; but the 
Governmentof India ‘had neither the organization nor the equipment 
to give effect even to the comparatively limited policy sanctioned by 
Lord Morley. ’ But the pressure of enlightened public opinion on 


1 Industrial Commission’s Report. 



44o 


TRADE, TARIFFS AND INDUSTRIES 

t 

government continued and the vast industrial possibilities and 
serious drawbacks of India were thrown into relief by the experience 
of the earlier period of the war. In the despatch of 26th 
November, 1915, Lord Hardinge’s government put its deliberate 
opinion on record that “ it is becoming increasingly clear that 
a definite and self-conscious policy of improving the industrial 
capabilities of India will have to be pursued after ' the war, 
unless she is to become more and more a dumping ground for the 
manufactures of foreign nations who will be competing the more 
keenly for markets, the more it becomes apparent that the political 
future of the larger nations depends upon their economic position. ” 
That government made it absolutely clear that ‘ after the war India 
will consider herself entitled to demand the utmost help which her . 
Government can afford to enable her to take her place, so far as 
circumstances permit, as a manufacturing country.’ 1 

157, State Purchase of Stores:-— Intimately con nected with 
this subject is the question of the purchase of the stores required by 
the various departments of the Indian governments. These stores, 
so far as they are imported, were, for years, purchased mostly from 
British manufacturers by a department of the India Office, and Indian 
industrialists and merchants were pressing for a modification of the 
system so as to allow of the adoption of a more liberal policy in 
favour of purchasing articles of local manufacture on a larger scale. 
The value of government stores imported into India in 1913-14 was 
£ 5-3 million and in 1920-21, £ 10-5 million. The total average 
value of government and Railway stores can not be annually less 
than Rs. 1 5 crores. More than forty years ago, government enun- 
ciated the policy of purchasing their stores requirements, as far as 
practicable, in India whether the articles were locally manufactured 
or were of foreign origin but were supplied in this country. The 
rules made in this behalf were not, however, given full effect to and 
Indian industries and commercial enterprise did not receive the 
encouragement anticipated. • It was pleaded that it was desirable to 
inspect the stores in the process of manufacture and that from the 
points of view of quality, price and convenience, purchase in England 
^as advantageous. As a steadily increasing number and variety of 

»ion‘a Repott t pag e ^3i^3^ a ^ an Moban Halaviya, Indian Industrial Commis- 
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commodities is being cither manufactured in India or is supplied by 
commercial firms in this country, the force of this argument has 
been weakened. The question assumed greater importance in view 
of the post-war decision of the government to spend Rs. 1 50 crores 
on the railways in five years. It had been examined by the Indus- 
trial Commission which made certain recommendations, in view 
of the failure of the indenting officers, through lack of informa- 
tion about sources of supply and prices and of an inspecting 
agency in the country, to avail themselves of the stores purchase 
rules, in favour of the creation of an expert central agency that was 
calculated to assist in the attainment of the object aimed at. It was 
further investigated by the Stores Purchase Committee of the year 
1 91 9-20, which gave advice ns to the character of the organization 
to be set up. Thus came into being the Indian Stores Department 
with the Chief Controller of Stores at its head. There is now in 
London a High Commissioner and a Trade Commissioner for India, 
and the former looks after the purchase of stores on behalf and 
under the direction of the Government of India. The stores 
purchase rules were further reconsidered with a view to meet the 
claim of Indian opinion that a fair opportunity, if not preferential 
treatment, should be given to industrialists and traders in this 
country in that respect. In May, 1924, government issued the 
modified rules, the main features of which consisted "in the assertion 
of a more definite preference for stores produced and manufactured, 
wholly or partly, in India, an important extension of the power to 
purchase imported stores and the introduction of a central purchasing 
agency in India, namely the Indian Stores Department." All 
purchases of stores are, by no means, covered by the work of 
this newly created body ; and criticism of Government’s policy with 
respect to purchases in Europe, still continues. 

The points that claim attention here are : (1) the Indian demand 
that the State should encourage indigenous enterprise, capital and 
labour in its purchase of stores ; and the fact that British firms 
carrying on business in this country have supported this demaud ; 
(2) the interests of the tax-payer who should not be made unduty to 
undergo a sacrifice involved in the government’s purchase of locally- 
made or locally-procured articles in preference to cheaper imported 
stores'; (3) the desirability of India making purchases in the cheapest 
foreign markets andmot necessarily from British manufacturers and 
56 
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firms in cases where stores have to be purchased abroad; and 
the complaint that Indian orders are going out of the Empire; (4) 
the expectation of British firms that on the principle of Imperial 
patriotism and on the authority of political power, they should 
be given preference over foreign manufacturers though their 
own goods may be dearer ; and (5) the balance of considerations 
in favour of State stores being purchased in India. The system 
of stores purcliase thus involves the principle both of the 
encouragement of Indian industrial activities and of the preference 
claimed for Empire-produced goods. As an illustration it may 
be stated that the Sheffield Chamber of Commerce once tried 
to bring pressure to beat on the India Office, ‘'urging that British 
firms are entitled to some special consideration, even in face of slight- 
ly higher prices on the ground of this country’s (Great Britain) services 
in protecting and promoting the welfare of India, and claiming that 
British products are better and wear better than foreign.” 1 The 
purchase of stores in India is, of course, subject to the condition that 
the quality of goods supplied is good and the prices are not unfavour- 
able. Business opinion wants the State to adopt the system of rupee 
tenders for delivery in India so as to place indigenous enterprise in 
as favourable a position as foreign competitors. It likewise urges 
the rapid expansion of the scope of the work of the Indian Stores 
Department and the corresponding reduction of the work of the 
London Department. The work of the new department in India has 
already resulted in a good deal of economy as well as encouragement 
to local enterprise, but the proposed expansion has not still been 
given effect to. 

The working of the Indian High Commissioner’s department 
leaves much to be desired. The declared policy in this matter is that 
tenders must be invariably invited, that requirements should be 
widely advertised in Europe and America and that, other things be- 
ing equal, the lowest tenders should be accepted; but effect is given 
to it only partially. Tenders are not often invited and requirements 
are not publicly advertised on one ground or another. The High 
ommissioner for India in London states that nearly four crores 
worth of stores were purchased in this manner in 1928-29, The 
U6 ° e stQrea for which tenders were obtained through adver- 

Tte Timas Trade Supplement : Engineering Section, 17 th June, 1922, 
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tisemcnt in that year, was estimated at £ 5,747,000 as compared 
with £ 3,998,000 during the preceding year. Stores for which 
tenders were obtained without advertisement were £ 1,334,000 in 
1928-29 as against £ 1,789,000 in the previous year. 

158. Industrial Inquiry ' The circumstances which led to 
the appointment of the Industrial Commission, the recommendations 
of that Commission, the work of the Indian Munitions Board and 
the industrial prospect opened by it, the accumulation of capital 
rendered possible by war profits, the demand for and the measures 
taken in connection with economic reconstruction in England, the 
discussion of the problem of Imperial preference and last, but not 
the least, the pointed attention which was directed to India's political 
and economic situation and aspirations by the active discussion of 
constitutional and administrative reforms that culminated in the 
enactment of the Government of India Act of 1919, — all these 
contributed to place the question of India's industrial and fiscal 
policy on an entirely new basis. The authors of the Joint Report 
on constitutional reforms were emphatic in their declaration that 
“on all grounds, a forward policy in industrial development is 
urgently called for, not merely to give India economic stability ; 
but in order to satisfy the aspirations of her people who desire to 
see her stand before the world as a well-poised up-to-date country.” 
They were doubtful about the supposed advantage of a policy of 
protection to India and thought that the reasoning supporting it was 
full of fallacies ; but they were certain of one thing viz. Indian 
distrust of the disinterestedness of the British advocates of free trade 
for this country and the unwillingness of educated Indians to 
submit to dictation from outside in fiscal matters. 1 They, therefore, 
advised that this prejudice should be removed and suggested that a 
large measure of freedom should be conceded to India in the fram- 
ing of her tariff. 

The strength of the case which exponents of Indian economic 
thought had striven to make out in favour of a deliberate State 

1 "The theoretical free trader, we believe, hardly exists in India at present. 
As was shown by the debates in the Indian Legislative Council, in March 1913, 

eduoatad Indian opinion ardently desires a tariff so long as the people who 

refuse India proteotion are interested in manufactures with wkioh India might 
compete, Indian opinion oan not bring itself to believe that the refusal is dj». 
interested o: diotated by CBie fee the best interests cf Ifidia." 
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policy of industrial development, was thus frankly acknowledged 
and all their arguments in favour of that policy, were repeated by 
Mr. Montague and Lord Chelmsford in their report on the proposed 
constitutional reforms, though they could not support a protective 
tariff and had, in fact, no proposals to make in that behalf, not be- 
ing immediately concerned with the subject. The Industrial Com- 
mission had fully endorsed such views and thus lent the weight of its 
authority to the opinion which had long been held and persistently ex- 
pressed by Indian thinkers, with regard to the economic helplessness 
of the Indian people and the State’s apathy with respect to economic 
development. The Commission’s conclusions in this connection are 
worth quoting. It says : — “ The industrial system is unevenly, and 
in most cases inadequately, developed ; and the capitalists of the 
country with a few notable exceptions, have till now left to other 
nations the work and the profit of manufacturing her valuable raw 
materials, or have allowed them to remain unutilized. A powerful, 
well-directed stimulus is needed to start the economic development 
of India along the path of progress. Such a stimulus can only be 
supplied by an organized system of technical, financial, and admi- 
nistrative assistance. ” 1 

The Commission was not asked to pronounce an opinion on the 
right fiscal policy for India, and therefore, its recommendations 
suffered from a lack of completeness. It was felt that the whole 
problem of the Empire’s fiscal policy and relations would be better 
decided after the close of the war. A measure of fiscal autonomy 
was, however, conferred on India and the government declared itself 
favourable to the essential policy recommended by the Industrial 
Commission and urged by public opinion. The joint select com- 
mittee of both Houses of Parliament, appointed to consider the 
Government of India Bill of 1919, realized the force of the views 
expressed in the Montford report referred to above, and recommend- 
ed that though fiscal autonomy for India could not be provided for by 
statute, it was possible and desirable to create a convention according 
to which the Secretary of State should, as far as possible, avoid 
interference on this subject when the Government of India and its 
legislature, are in agreement and that “ his intervention, when it 
does take place, should be limited to safeguarding the international 


. 1 Report, page 290. 
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obligations of the Empire or any fiscal arrangements ■within the 
Empire to which His Majesty’s government is a part.” 

159. The Fiscal ©ommission By the time the Montford 
reforms took effect, the ground had thus been prepared for the 
inauguration of a system of protective tariffs by the steadily growing 
volume of public opinion in its favour, by the impossibility of govern- 
ment being able any more to resist it and by the high level to which 
the tariff had already been raised owing to urgent revenue needs 
during the war. The concession of a measure of fiscal autonomy to 
the Government of India under the constitutional Act of 1 91 9, 
naturally provoked in the first reformed central legislature the 
demand that the question of national tariff policy should forthwith 
be referred for inquiry to a commission as recommended by a 
committee appointed in 1920 at the instance of the Supreme 
Legislative Council. Government responded and appointed the 
Fiscal Commission of 1921 to investigate the problem in all its 
bearings : 1 11 to examine, with reference to all the interests concern- 
ed, the tariff policy of the Government of India, including the 
question of the desirability of adopting the principle of Imperial 
preference, and to make recommendations. ” Almost all the Indian 
witnesses who gave evidence before the Commission, plumped for 
protection and several Europeans also joined them.' It was natural 
that every one interested in any particular industry, should have 
asked for protection for it ; but many European witnesses were not 
very enthusiastic about protection. On the question of Imperial 
preference, opinion was clearly divided and the Indian view was 
distinctly not favourable to it under existing conditions. 

A review of the 'economic condition of India convinced the 
Commission 5 that industrial development was essential for the well- 
being and progress of the people of the country. It " weighed the 
pros and cons of the Free Trade vs. Protection controversy and 
came to the conclusion that protection was, on the whole, the most 


1 " The watobword among Indian politicians, industrialists and business 
men today ie protection for Indian industries and in as muoh as the United 
Kingdom supplies 61 per cent, of India's imports it is fairly obvious against 
trhcm the protection would be levied. " — Ainscough. 

. S i. nunmaT 7 olthe rspert ctthe TiioBl Ccmrsiisicn t-IU be f c/and In an 
Lpf endix to this shepitr. 
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suitable policy for India. The Commission was, however, impressed 
with the dangers and the disadvantages of high tariffs and added the 
important proviso that protection recommended by it, was to be 
applied with discrimination, “so as to make the inevitable burden on 
the community as light as is consistent with the due development of 
industries, and to avoid abrupt disturbances of industrial and com- 
mercial conditions.” The main idea underlying “discriminating" 
protection was that the industry to be assisted should be deserving 
of public help and that the sacrifice entailed on the consumer and 
the tax-payer should be compensated in the long run by an unmistak- 
able balance of advantage to the country. The thr^e principal 
conditions laid down, therefore, are that (1) an industry proposed to 
be protected should have some substantial natural advantage in its 
favour; that (2) the products of the industry should have a sufficient- 
ly large market in the country and that (3) the industry should be 
capable of being carried on without protection after a reasonable 
period of time. The cotton excise duty never had a friend in India 
and it was thrust down the throat of the Government of India by the 
Secretary of State under the political pressure of Lancashire. The 
Commission admitted that the duty was a political blunder; and 
while not prepared to condemn it on the purely economic ground, 
it recommended the immediate abolition of the excise so as to provide 
the government and the legislature a clean slate to write on. With 
regard to Imperial preference the Commission recognized that with 
the predominance of British manufactures in the Indian market, this 
country had little to offer as a concession and little to gain as com- 
pensation for the loss that would be involved ; still it did not want 
India to remain outside a scheme of preferences within the Empire 
and expressed the opinion that “a free gift from India, however small, 
would be welcomed by the United Kingdom as a gesture of friend- 
ship and as a proof that India realized her position as a member of 
the Empire.” 

The chairman and four other Indians on the Commission, dis- 
sented from their colleagues mainly as regards the emphasis to be 
laid upon protection as the deliberate policy of the State, the 
immediate and unconditional abolition of the cotton excise and the 
importance to be attached to the operation of the principle of 
mperial preference. They felt that the support given to the 
pnncjpie of protection by the majority was half-hearted and wished 
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that “ there should be an unqualified pronouncement that the fiscal 
policy best suited for India is protection.” Every thing considered, 
it is imperative “ to abolish the cotton excise duties at once ” was the 
decided opinion they gave on this question, which had caused so 
much bitterness in the country. But whereas the political injustice 
of the impost was admitted on all sides, financial justification was 
pleaded in favour of its continuance. It was also argued that it 
should be open to the government to reduce the import duty on 
foreign cloth if the excise was abolished in as much as the industry' 
wanted bare justice and not protection. The question was further 
complicated by the increasing imports of Japanese cloth at com- 
petitive prices. The minority' of the Commission was in favour of 
the principle of Imperial preference, but on the distinct condition 
that « India should, in this matter, be put on the same footing of 
freedom as is enjoyed by the self-governing Dominions and effective 
power should, in this connection, be vested in the non-official 
members of the Legislative Assembly." They also recommended 
that as foreign capital invested in industries in India will easily profit 
by a policy of protection, it should be subjected to certain restrictions 
designed to enable Indians to share in its control and calculated to 
benefit the people of the country as compensation for the sacrifices 
they would be called upon to bear. Lastly, the minority dissenting 
from their colleagues, insisted that the Tariff Board proposed in the 
body of the main report, consisting of a trained lawyer as president and 
two members of integrity and independent views, should be elected by 
the non-official members of the Indian legislature. The Board was, of 
course, necessary to scrutinise the claims of industries to protection 
and to give advice to the government and the legislature as to the 
action required in each case. 

160. India Becomes Protectionist By the beginning of 
1 923, the government in India had travelled so far along the road 
to protection that a formal declaration in favour of that principle 
and the adoption of suitable measures to give effect to it, had be- 
come inevitable. A resolution was, therefore, moved in the 
Legislative Assembly on behalf of government accepting the principle 
of State encouragement of industries by means of “ discriminating " 
protection and favouring the constitution of a Tariff Board as an 
investigating and advising body. The government spokesman pointed 
out the difficulties and the risks of the step that was being taken 
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and stated that if the larger body of the agricultural aud the cou« 
suming classes had been in a position to exercise their legitimate 
influence, protection would hardly have become a question of 
practical politics. His speech made it quite clear that the logic of 
events and the pressure of educated public opinion had forced the 
hands of an unwilling government. However reluctantly it might 
be, the first practical step was immediately taken and the machinery 
of protection was set in motion. The Tariff Board was appointed in 
July, 1923 and the claim to protection preferred by the steel industry, 
was referred to it for investigation and report. 

The Tariff Commission had specifically recommended that on 
account of its national importance and favourable prospects, ' the 
question of extending protection to manufacture of steel should be 
one of the first subjects for enquiry by the Tariff Board.’ The 
Tata Iron and Steel Company had already made an urgent appeal to 
government for tariff assistance. It was the only firm in the 
country, at the time, manufacturing steel. Commencing production 
in 1912, the company had rendered great national sendee by sup- 
plying steel rails during the war when imports were difficult to 
secure. Large profits which high prices had enabled the company 
to distribute in the time of temporary prosperity, dwindled and 
threatened to be converted into losses in the post-war slump when 
prices declined and foreign competition menaced the very existence 
of the national industry. The Tata Company was carrying out 
extensions capable of increasing its output threefold and raising its 
capitalization to the neighbourhood of 21 crores. Till the whole 
plant was in operation and the full output was obtained, the over- 
head and the works costs were bound to be high and the company 
could not sell at a proflt while foreign steel was landed in 
India at very low prices. Great Britain and Belgium, India's largest 
suppliers of steel, were also suffering from depression and b>gh 
operating costs and liad to sell their stuff at such prices as they 
could obtain, the latter country being assisted by a depreciated 
exchange. 

After an exhaustive public enquiry in which all people inter- 
c-tesl in the industry ami likely to be affected in one vn«y or 
another, were given an opportunity to put forward their views, the 
IWi'T Board enme to the conclusion that the manufacture of steel 
‘"••hTcvl Ihe three conditions which the Fiscal Corambrion con* 
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sidered should be satisfied in ordinary cases by industries before 
their claim to protection could be entertained and further thought 
that it was an industry essential for national defence and therefore 
of great importance on national grounds. The amount of protection 
was measured by the Board by the difference between the price at 
which steel was likely to be imported from abroad and the price at 
which the Indian manufacturer could sell at a reasonable profit. 
Specific duties of Rs. 30 to Rs. 40 per ton were proposed for differ- 
ent classes of steel in the place of the uniform 1 0 per cent, duty, 
and such kinds of steel as were not likely to be manufactured in 
India, were not touched. In order to minimise the increase in the 
cost of railway transport, bounties were proposed in the manufac- 
ture of medium and heavy rails and fish plates, ranging from Rs. 30 
per ton in the first year to Rs. 26 in the second and Rs. 20 in the 
third. The scheme of protection was limited to three years, and at 
the end of that period a fresh inquiry was to be made. The re- 
commendations of the Board were based upon the important prin- 
ciple that whatever protection was granted to an industry, must bo 
effective i. e. must be adequate for its purpose, and therefore it 
recommended that if owing to any reason, it was found that steel 
was entering into the country at a price calculated to render in- 
effective the protection afforded by the tariff, government should 
have the power at once to increase the import duties to any extent 
deemed to be necessary. 

161. Protection in Operation: — Tariff protection is such 
a complicated business that care has to be taken to see not only 
that it is effective but that it does not unduly prejudice other im- 
portant interests. The products of one industry are often the raw 
materials of other industries, and by raising the price of the protec- 
ted ‘ commodity, a high tariff increases the works costs of other 
industries. Steel enters into the manufactures and industries carried 
on by several individuals and firms ; and their claims to compensat- 
ing protection had to be considered, and where reasonable, had to 
be conceded. Thus engineering firms fabricate steel and use it 
for the making of bridges, tanks and towers and the construction of 
houses and sheds. The imports of fabricated steel had consequent- 
to be subjected to a higher duty in order to raise their prices to the 
level of internal prices. A bounty on a fixed but rising number of 
steel wagons' was proposed on a decreasing scale for five years 
57 
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with a view to encourage the wagon building industry. The manu; 
facture of steel wire and wire nails and of agricultural implement? 
was likewise protected by an increase in the import duty on foreign 
articles. The legislature endorsed all the recommendations of the 
Taiiff Board except the last regarding the duty on agricultural imple- 
ments, though it had been pointed out that the implements, though 
called agricultural, were used, as a matter of fact, mainly by rail- 
ways, on plantations and in mines. The claims of industries con- 
nected, with locomotives, steel castings and enamelled ware, which 
asked for protection, were not entertained on various grounds. 

The report of the Tariff Board was submitted in February, 1 924 
' and a special session of the legislature sanctioned its recommenda- 
tions four months later. A contingency which the Board had 
anticipated and provided for, occurred very soon after its recom- 
mendations had been embodied in the Steel Industry ( Protection ) 
Act. The Tata Iron and Steel Company applied to the Government 
of India, requesting that in exercise of the powers under section 3 (4) 
of the Indian Tariff Act, 1 924, the protective duties on imported 
steel should be increased on the ground that steel was coming into 
the country at prices which rendered the protection granted to the 
indigenous industry, ineffective. The Tariff Board to which the 
application was referred for investigation, found that the complaint 
of the Tata Company was borne out by facts and recommended that as 
inadequate protection was worse than useless, offsetting duties 
should be imposed so as fully to cover the gap between the lower 
prices of imported foreign steel and those which the company ought 
to receive. The rise of exchange to 1 8 d., the heavy imports of low 
priced Belgian steel and the large accumulation of stocks in the 
internal markets, had combined to render protection nugatory, and 
the Board advised that prompt action should be taken by govern- 
ment. It was recognized “ that the proposed additional duties on 
unfabricated steel may appear very drastic, the increased duty being 
rather more than double the original duty in one case and rather 
less in the remainder.” « The consumer would have to pay high 
prices but there was no escape from the sacrifice if the policy of 
protection which the country had adopted, was to be effectively 
carried out. The Government of India accepted the finding of ths 

to sU™ ° f **** * m b’ a “ Tariff Board regarding the Incre»»a o! the" Datjea 



• protection in operation 


45 ! 


Tariff Board that the steel industry did require additional protection 
but substituted for the proposed increase of import duties, bounties 
not exceeding Rs. 50 lakhs for one year from 1st October, 1924 to 
30th September, 1 925. It was announced, at the same time, that the 
whole matter would be reviewed before the expiry of this period to 
ascertain what further action, if any, was needed. The Tariff Board 
accordingly made its third inquiry and recommended the payment of 
bounties on the manufacture of steel, subject to a limit of Rs. 90 
lakhs and other measures. The question was to be re-examined 
before the end of 1926-27. 

The acceptance of the policy of protection encouraged a number 
of industries to apply to the Government of India for tariff assistance. 
The rise of the rate of exchange to 1 8d. handicapped most indigenous 
manufacturers in competition with their rivals ; the general fall in 
prices abroad had also the same effect, and the tariff having been 
raised, as has been pointed out above, for revenue purposes, the raw 
materials of several industries came to be subjected to the 1 5 per cent, 
import duty while, in some cases, the competing manufactured 
goods came in at a lower duty. On the advice of the Tariff Board, 
government removed the duty on sulphur which hampered the 
development of chemical industries. The claims of the paper, 
cement, printer’s ink and magnesium chloride industries were 
referred to the Board in 1924, and each one of these cases had 
peculiarities of its own. The productive capacity of indigenous 
cement factories exceeded the internal demand and the severe 
competition among them had led to price cutting on a considerable 
Scale. The duty on printer’s ink was 2 \ per cent, while the 
materials required for its manufacture were subjected to a duty of 
1 5 per cent. Paper made out of grass has merits of its own but it 
has a limited market in India, and the cost of the raw material 
which has to be transported over long distances to the mills is high. 
The possibilities of the manufacture of paper from bamboo appear 
to be promising provided it is established on suitable sites near the 
raw material and the cost of power can be kept low. Magne- 
sium Chloride is practically a monopoly of Germany where it is a 
by-product and is disposed of in India, as in other markets, at. 
very low prices. An important condition of discriminating protection 
not being satisfied, the Tariff Board rejected the claim of the industry 
to public assistance.' A further batch of about nineteen applications 
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for the removal, reduction and rectification of duties on imported 
materials used in manufactures in India was remitted for investigation 
to the Tariff Board in 1925 and the coal mining industry also was in- 
quired into. The case of the manufacture of machinery is interest- 
ing. It is a sound principle that raw materials and machinery should 
not be taxed or should be taxed very lightly. But manufacturers who 
aspire to turn out machinery in this country want their raw material 
to come in free or in the alternative, to subject imports of machinery 
to a high duty. The two claims are not easy to reconcile. Various 
other industries have put forward claims to protection and they are 
being investigated by the Tariff Board. 

162. Steel and Imperial Preference;— The Tariff Board’s 
fourth inquiry into the condition and claims of the steel industry 
was one which had been suggested by the Board in its first report in 
1924 as necessary to enable the legislature to determine if the con- 
tinuation of protection -was required by indigenous steel manufacture 
after the expiry of three years. The Board found in the course of 
this fourth investigation that the policy of protection initiated in 1 924 
had achieved its aim, that it had encouraged increase in output and 
that it had made reduction of cost possible. It was estimated that 
the output of finished steel would rise from 1 63,000 tons in 1 923-24 
and 380,000 tons in 1926-27, to 600,000 tons in 1933-34 and that 
the average cost -would be reduced from Rs. 126-5 per ton to 
Rs. 7 8- 8 a ton in that period of ten years. Increased productive 
capacity combined with general economic depression all the world 
over, and in particular, the prevailing low rupee prices of steel had 
been the handicaps of the Indian industry which consequently 
needed continued protection, though on a smaller scale than before, 
for a further period of seven years. The Tariff Board ruled out the 
grant of bounties as calculated to throw an indefinite financial 
responsibility bn government and proposed import duties at different 
rates on different kinds of steel. The imports of continental steel 
at low prices as compared with British steel (the two, between them, 
divided the Indian market ) had been a serious disturbing cause 
which had upset calculations regarding intensity of foreign com- 
petition and the amount of protection required by the home 
industry. The Board discussed a number of alternative proposals 
and recommended, as the most suitable, its scheme of protection in 
which there was a basic duty fixed with reference to the probable 
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future price of British steel and leviable on steel of the British 
standard and additional duties that would be raised or lowered on 
all non-British steel. 

This distinction between the treatment proposed for British 
and that for non-British steel had all the colour of discrimination 
made in favour of the former on the principle of Imperial preference, 
and consequently evoked a strong difference of opinion in and 
outside the legislature. The Tariff Board had made it quite clear 
that its preference for the scheme it supported was based 
entirely on economic grounds, particularly in view' of the 
consideration that a uniform duty irrespectively of the countrv 
of origin would have to be unnecessarily high and w'ould throw an 
unjustifiable burden on the consumers ; and Government upheld 
this view and for self-same reasons. The opposition, on the other 
hand, refused to favour British at the cost of continental steel and 
thus to countenance the principle of fiscal preference. It supported, 
in a modified form, the alternative of uniform duties which the Tariff 
Board had examined and rejected and maintained that it was 
desirable on economic as well as political grounds to adopt a scheme 
of a uniform duty based upon the weighted average system with a 
basic duty which would not be altered for seven years. The opposi- 
tion was not, however, united in this demand, and the view of the 
Tariff Board aud the Government prevailed in the legislature. In 
auy case, the industry secured a reasonable measure of protection' 
which w r as guaranteed to it for a period of seven years, and which 
was to prove effective not immediately but in the course of that 
period. It is worthy of notice that the protection granted to Indian 
industries has by no means been excessive and has been given in 
doses just enough to enable them to live and progress as much with 
self-help and internal improvement as with outside assistance. 

163. Cotton Textile Industry!—' The case of the cotton textile 
industry was peculiar, and it likewise raised the issue of Imperial 
preference though incidentally. State assistance was sought in this 
instance not on the ground of an ‘infant’ industry requiring fiscal 
protection but because one of the oldest industries of India was 
threatened with the prospect of destruction owing to continued 
depression and especially to ‘unfair’ Japanese competition. The 
long-standing complaint of the textile industry viz. the excise duty, 
had now been removed and there was at least no direct competition 
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'between Lancashire and the Indian mills. In fact, the British find 
the 'Indian industries both suffered from the competition of Japan in 
the Indian market as the Japanese manufacturers could sell their goods 
in India and the eastern parts of Asia generally at low prices. It 
was urged that Japan had the advantage of exchange on its side and 
that whereas the Indian mill-owners had to pay high wages to their 
labourers whose hours of work had been definitely restricted by law, 
their competitors from the Far East were in a favourable position 
in that respect as Japan had not yet adopted • the convention of 
limited hours. The Indian mills had been working at a loss, 
and imports of Japanese cloth were steadily increasing, with the 
result that the market for indigenous yarn and cloth in this country 
and outside, was becoming narrower and the industry was 
threatened with a disaster unless timely steps were taken to check 
imports from Japan. The Indian millowners were advised to get 
their case thoroughly investigated by a special body of inquiry, and 
the cotton textile Tariff Board came thus to be appointed. 

On a careful examination of the whole position, this Board came 
to the deliberate conclusion that ‘there is unfair competition between 
Japan and India, and that this competition is an important cause of 
the present depression in the cotton textile industry.’ It found 
that the mills in Bombay were in a more unfavourable position com- 
• pared with those in upcountry centres owing to higher wages and 
higher costs of fuel and other items and greater distance both from 
the raw material and the consuming markets. The Board, therefore, 
felt called upon to make several recommendations with a view to the 
introduction of economy and impioved' methods of management, 
and by a majoritv ( it was divided ) favoured the addition to the 
existing ad valorem duty of 1 1 per cent., of a duty of 4 per cent, on 
all cotton manufactures other than yarn. A bounty was also pro- 
posed on the production of yarn of counts 32s and over with a view 
to encourage the development of the industry and to provide funds 
required for meeting the cost of the bounty. The president of the 
Board did not agree with his colleagues in the matter of the bounty 
and held that ‘a long established industry such as the cotton textile 
industry in Bombay should need no stimulus at the expense of the 
general tax-payer to a development which is in its own interests. 
He did not likewise agree that ‘an all-round increase in the present 
Eleven per cent, duty can be justified.’ He, therefore, recommended 
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the imposition of a differential duty of 4 per cent, on all cotton 
manufactures imported into India from Japan, to be imposed with 
reference to the terms of the Anglo-Japancse convention of 1 905. 

The Government of India declared its inability to accept the 
recommendation of the majority of the Board that the spinning of 
the higher counts of yarn should be stimulated by the grant of a 
bounty, and agreed in this respect with the president. It felt satisfi- 
ed that, on the facts as found by the Board, no case had been 
established for a general increase in the duty as a measure of protec- 
tion. But it did not also accept the proposal of the president and 
'attached no weight to the unanimous view of the Board as to the 
reality of Japanese competition and the need of protection for Indian 
mills. The advantage enjoyed by Japan over India on account oi 
labour conditions in that country, was in the opinion of government, 
already sufficiently covered by the existing revenue duty of 1 1 pci 
cent, and therefore it did not justify any increase therein. Govern- 
ment thought that the proposed removal of the import duty on 
machinery and on the materials of industry was reasonable and 
showed its readiness to give effect to it as revenue considerations 
permitted. It was here possible to avoid most of the difficulties 
presented by the problem and yet to grant protection to the textile 
industry by raising the general duty on imports of cotton cloth and 
granting exemption from the increase to manufactures exported to 
India from within the Empire. This would mean the adoption of 
the principle of Imperial preference but would not involve complica- 
tions regarding trade conventions while it would extend to the 
indigenous industry the protection it asked for against Japanese 
competition. There was, of course, the consideration involved here 
ofthc probability of British competition increasing and creating 
trouble for the Indian industry and the certainty of political opposi- 
tion in the country to Imperial preference. The help which the cotton 
mill industry was ultimately able to secure was the relief in 
connection with import duties on machinery and stores and on 
foreign yarn. 

109. Position and Prospects .-—The trend of thought in the 
world to-day, in matters fiscal, is of a two-fold character. The 
dislocation and damage which trade and industries have suffered in 
Europe owing to the effects of the. War, hare led thinker;, and 
statesmen to consider with favour the desirability of lowering tariff 
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^alls and of bringing the nations closer so as to lacilitate and pro 
mote their mutual commercial intercourse ; and the “ United States 
of Europe ” has been put forward as an ideal for European countries. 
It is, of course, intended not that people should abandon their na- 
tional fiscal policies but only that they should moderate the rigour 
with which protectionism is enforced. Difficult as this change is for 
continental countries, the position of free trade Great Britain is 
peculiar. There international freedom of exchange comes in conflict 
with the development of Imperial resources and preferential trade 
within the Empire, and the old fiscal controversies have consequent- 
ly been recently revived. The position of India in a scheme of 
Imperial preference is once more a subject of discussion. 

“Discriminating Protection” is the accepted policy in this 
country, and the government is being urged to pursue it with greater 
vigour. Among the industries which have received relief or assist- 
ance in recent years, may be mentioned the manufacture of matches. 
The high revenue tariff raised during war time, gave a stimulus to the 
industry, and the Tariff Board recommended that the duty should be 
continued as a measure of protection. The Swedish trust.has firm- 
ly established itself in India, as in other countries; nevertheless 
the purely indigenous enterprise has benefited by protection and has 
improved and expanded production. The manufacture of superior 
qualities of salt in India so as to render her independent of imports 
from abroad has also been investigated. The factors which play an 
important part in international competition and have to be carefully- 
considered in the discussion of protective measures, have been 
adverted to before. Tastes of consumers, distance of factories from 
fuel, raw materials and markets, costs of transport, volume of effec- 
tive demand and prices are the chief decisive elements which have a 
theoretical as well as a practical importance of their own. Reports 
of the Tariff Board on the various industries which have claimed 
protection, throw an interesting light on this aspect of the problem 
of protection, and the attention of industrialists and students of 
Economics in India, is earnestly invited to it . 1 

Indian enterprise and organization will have to be intelligently 
applied if indigenous industries’ are to make a headway in interna- 

- 3 5 e r d th6 Autho !’* "Economics of Protection in India.” 

6 * r Position of Indian textile and cement industries. '< 
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tional competition, and the State will have to adopt a national 
attitude in promoting their development. The commercial possibili- 
ties of the manufacture of bamboo pulp in India, particularly in 
Burma, have been demonstrated and it is now announced that the 
enterprise has already been taken up by two powerful capitalist 
groups in England. The determination of the place of Burma in 
the federal constitution of India has a vital importance in view of 
the nation’s fiscal policy and future industrial development. Inter- 
national cartels and the competition of such foreign enterprise 
within and outside the country, are elements in the situation that 
need to be carefully watched and Indian policy and economic 
organization must be suitably adjusted to possible developments. 
The world is moving fast, and India is notorious for immobility. In 
this poor and predominant^' agricultural country, the responsibility 
of the State is, therefore, tremendous, and the weight of educated 
public opinion has to be persistently brought to bear upon it to make 
it do its duty to the people. The close relation between economic 
progress on the one side and national policy and political power on 
the other, need not be further emphasised. 
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(A) 

REPORT OF THE INDIAN FISCAL - 
COMMISSION (1921-22.) 


Questions relating to tho riglifc fiscal policy for India, Indian fiscal 
autonomy and Imperial Preference, have been discussed at considorablo length 
m tho body of this volume. Tlio Indian Fiscal Commission dealt exhaus- 
tively with this whole problem, and its Report was published towards the 
close of September, 1022. As we suggested in an earlier edition in tho 
Chapter on Commercial Policy, complete unanimity among the members 
of the Commission was not possible, an 1 a minority of five including the 
President, appended to the Report, a Dissenting Minute omphasising their 
point-' of difference with tho majority. Tho dissent caused surprise to some, 
among them being members of tho Commission, who thought that a unani- 
mous report could aud should havo been sent forward — and had in fact boon 
propared after a good dcil of discussion, and that the dissent was nothing 
more than an after-thought so far ns the main recommendation was con- 
c^.ned and only a supplementary explanatory note in other respects. We 
felt it would be instructive to our readers if we gave a brief summary of 
tho re< ommondalions aud views of tho majority and tho dissenting minority 
witli thi object of briugiug out clearly tho main lines of fiscal policy chalked 
out by the Commission and the specific points stressed by tho dissenting 
minority. First of all, we extract a summary of tho recommendations of 
the Commission as given in its Report : — 

Reference. 

To examine with reference to all tho interest" concerned the Tariff 
policy of the Government of India, including the question of tho desirability 
of adopting the principle of Imperial Preference, and to make recommen- 
dations.” 


Preliminary Conclusions. 

That the industrial development of India has not been commensurate 
with the size of the country, its population, and its natural resources, and 
that a considerable dovolopmout of Indian indu-trics would be very much to 
the advantage of tho country ns a whole. 


Principnl Recommendations. 

1. («) That the Government of India adopt a policy of Protection to 

o applied with discrimination along the lines indicated in this 
Report ; 
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(i b ) That discrimination be exerciser! iu the selection of industries 
for prote:tion and in the degree of protection afforded, bo as to 
make the inevitable burden on the community as light as is con- 
sistent with the due development of industries ; 

(c) That the Tariff Board in dealing with claims for protection 
satisfy itself : 

(1) That the industry possesses natural advantages ; 

(2) That without the help of protection it is not likely to deve- 
lop at all, or not so rapidly as is desirable ; and 

(0) That it will cvontnally bo able to face world competition 
without protection ; 

(d) That raw materials and machinery be ordinarily admitted free 
of duty, and that semi-manufactured goods used in Indian indus- 
tries be taxed as lightly as possible ; 

(e) That industries e'sential for purposes of National Defence, and 
for the development of which conditions in Tndia are not un- 
favourable, he adequately protected if necessary ; 

(t) That no export duties ordinarily imposed except for purely revenue 
purposes, and then only at very low rates hut that when it is 
considered necessary to restrict tho export of food grains, the 
restriction ho offeeted by temporary export duties and not by 
prohibition ; 

2. That n permanent Tariff Board bo created whose duties will be, inter 

alia, to investigate the claims of particular industries to protec- 
tion, to watch the operation of the Tariff, and generally to adyiae 
Government and the Legislature in carrying out the policy 
indicated above ; 

3. («) That no general system of Imperial Preference be introduced; but 

(V) That the question of adopting a policy of preferential duties on a 
limited number of commodities Tie referred to the Indian Legisla- 
ture after preliminary examination on the Severn] cases by the 
Tariff Board ; 

(c) That if the above policy be adopted, its application be governed 
by tlie following principles : — 

(1) That no preference bo granted on any article without ths 
approval of the Legislature ; 

(2) That no preference given in any way diminish tiie protection 
required by Indian industries. 

(3) That preference do not involve on balance any appreciable 
economic loss to India ; 
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(d) That any preference -winch it may bs found possible to give to 
United Kingdom be granted as a free gift ; 

(g) That in the case of the other parts of the Empire preference ba 
granted only by agreements mutually advantageous ; 

4. That the existing Ooltou Excise Dufy in view’ of its past history 

and associations be unreservedly condemned, and that Government 
and the Legislature start again w'ith a '’clean slate” regulating 
their excise policy solely in the interests of India, 

Subsidiary Recommendations. 

5. That the proviso to Section 20 of the Sea Customs Act he repealed 

and that Customs Dnty ha ordinarily levied on goods belonging 
to Government. 

6. That difficulties in the shape of shipping rebates or unfair advan- 

tages like dumping, depreciated exchanges, bounty— fed imports 
from abroad, be investigated and, wdiere possible, removed ; 

7. That industrial development be promoted by giving a more industrial 

bins to primary education and providing opportunities for train- 
ing apprentices, and organizations for increasing the mobility 
of labour ; 

8. That no obstacles be raised to the free inflow of foreign capital, but 

that Government monopolies or concessions be granted only to com- 
panies incorporated and registered in India with rupee capita], 
such companies to have a reasonable proportion of Indian Direc- 
tors, and to afford facilities for training Indian apprentices ; 

9. That the Tariff be not ordinarily employed for retaliation, or as a 

means of aggression ; 

10. That the Tariff be elaborated with a view to remove ambiguities, 
and that the system of specific dnties and tariff valuations be 
cautiously extended ; 

Summary of Views Embodied In the Report. 

, After a few introductory observations, the Report proceeds to trace the 
t ‘^ la Indian Tariff from the time of the Mogul Empire In tho33 
thore CU ' t0md ^ U ^ ea were l°w, rarely exceeding 5 per cent ad valoiem, though 
trade ^ ^ vn Hed an elaborate system of internal transit dues which impeded 
maintained ° early years of the East India Oompany’s rule, a low tariff was 
in foreign ehi t n * aa< ^ duties were abolished. Until 1848, goods imported 
foreign goods^had* P a y double duty. After that date and unli] 1859, 
t° pay that penalty irrespectively of the nationality of 
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shipping. Immediately after the Mutiny the tariff was raised, and in later 
years there was a gradual reduction. Export duties had been an integral 
part of the system, bsing generally levied at the rate of S per cent, ad valorem. 
Improvement of the financial position of Government wa3 utilized to lower 
and finally to abolish the customs duties altogether. “The partial abolition 
of the cotton duties in 1878 and 1879 led on in 1882, to the abandonment 
not only of the remaining cotton duties, but of the whole of the general cus- 
toms duties, the Government of India concluding that the duties still existing 
caused an amount of friction, scrutiny and interference with trade quite 
incommensurate with tho net revenue they produced.” In 18 9 7 tho export 
duty schedule was reduced from 97 items to 9, and after 1880, It annas per 
maund on rice was tho only lingering duty on exports. “From 1882 to 
1894, no import duties were levied in India, with the exception of the duties 
on arms and ammunition which were retained for administrative purposes, 
the duties on liquors, opium and salt which wore complementary to the ex- 
cise policy, and a duty of i anna por gallon on petroleum which was imposed 
for revenue purposes in the year 1888." Financial embarrassments forced 
Government to reimpose a low tariff in 1894, and on llio pro-sure of Lanca- 
shire, the duty on cotton piece goods was lowered two years later, to It), per 
cent, and an equivalent excise duty was levied on Indian mill-woven cloth. 

This low revenue tariff remained in forco till the outbreak of war which 
necessitated a rovisiou and a considerable enhancement of tho customs duties. 
Export duties too had to be revived, to be imposed on jute, tea and hides, and 
a high revenue tariff was found to be financially indispensable oven after the 
close of the war. It is obvious that the 1922 tariff lias travelled a long 
way from the tariff in force baforo tho war. The genoral rate of duty is no 
longer low, and wide breaches 1m vo been made in the old principle of uni- 
formity. Omitting a free list, we have now an important class taxed at 2J 
per cent, a second important class at 10 per cent, and a third at 80 per cent., 
while such largely consumed commodities ns cotton piece goods, cotlo n yarn, 
sugar, petroleum and matches in addition to liquors and tobacco are taxed at 
special rates.” Increasing reliance is being placed upon customs revenue 
which now boars a higher proportion to the total revenue than it used to do 
before. 

The third chapter of the Report is devoted to a description of the econo- 
mic position in India. An account is given of the principal crops and of 
their exports, and the possibilities of an improvement of the yield arc 
indicated. The position with regard to tlic manufacturing industries is then - 
reviewed and special mention is made of snob factors as power, resources, 
labour, means of transport, supply of capital and tho dimensions and distri- 
bution of foreign trade. The general conclusion drawn from the survey of 
the trade position is that “the United Kingdom still stands easily first 
among the countries supplying goods to India* She also takes more Indian 
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goods than any other single country, though the proportion seems to be 
diminishing. The two next moat important countries in the matter of 
trade relations are the United States and Japan while the imports from Java 
and the exports to Germany aro not inconsiderable.” The general conditions 
in India are characterised as quite favourable to tlio steady growth of indus- 
tries. 

The importance of industrial development forms the subject of the fourth 
chapter. The advantages which the establishment aud promotion of indus- 
tries will bring to agriculture, labour, public revenues and to national 
character, are pointed ont, aud tho report goes on to consider the fundamental 
question underlying the fiscal policy of India, viz. the choice between Free 
Trade and Protection. Tho fifth chapter opens with a statement of the pros 
and cons of the Free Trade vs. Protection controvesy, and the Commission 
lays down the conditions under which a policy of protection is justified and 
is calculated, all things considered, to prove beneficial. The general princi- 
ple evolved out of the discussion is then applied to the special conditions 
obtaining in India. The chief question that required an answer was whe- 
ther the industrial development universally desired in India conld be attained 
without the stimulus of protective duties, and if not, whether the advantage 
to tho country arising from this industrial development wonld out- weigh ihe 
burden which protective duties would impose. On a consideration of the 
different factors involved in the problem such as the industrial aptitude of 
the people, the abundant natural resources of the conntry and the dift’cnlty 
of new industries being able to face ouUide competition without assured 
Government aid, the Commission came to the conclusion that protection 
was calculated to bring a very material gain to the conntry, in \ieu of tho 
desirability of industrial development and the impossibility of its taking p ace 
without the stimulus of protective duties. The Commission was strong y 
influenced in tliis connection by their belief that the limits of direct taxation 
had been reached in India and that the existing rates of the Income tax were 
detrimental to the progress of industries, aud therefore by Government s 
necessity of deriving a high revenue from the Tariff. Since 1916, the tariff 
had become le 3 S and less consistent with purely free trade principles. It 
gives protection but it does so in the least convenient and the least beneficial 
way. “It i3 casual aud haphazard.” It appeared to the Commission, 
therefore, that “ the necessity of raising a large revenue from customs duties 
and the obvious inexpediency of ignoring the effect of those duties on 
the industries of the country, must inevitably lead India to the adoption of a 
policy of protection as they led Germany in 1879. " The disadvantage? and 
the losses of protection are then set againBt the gains. The burden on the 
masses of enhanced prices due to protective duties is considered and the loss 
entailed by protection on tho agricultural and the middle classes in particu- 
given dno weight. Thi3 danger of undue burden being thrown on 
o producer and tho consumer, will not be serious, in tho opinion of the 



INDIAN FISCAL COMMISSION’S REPORT 


463 


Commission, if protection is applied with discrimination along the linos 
recommended. Balancing all the factors of tho problem, favourable and other- 
wise, tho Commission comes to the conclusion that tho advantage lies heavily 
on the side of protection, provided it is discriminately applied. 

The subject of tho disadvantages of protection and the need of discrimi- 
nation, is further considered in chapter VI. Tho danger of political 
corruption will be ovorcome by tho variety of interests represented in the 
Legislature and tin proposed preliminary inquiry by an impartial body. 
The proper remely against a combination of manufaiturers will have to be 
devised and appliol, when these dangers incidental to protection, raise their 
heads. Very great stress is laid on tho principle of discrimination, adoption 
of which is calculated to restrict tho riso of prieos, to curtail tho period 
during which tho community will have to bear the burden of protection, to 
servo tho best interest of industries by ensuring a stoady and healthy 
development, and to minimise any adverse effect on the balance of trade. 

Tho soventh chapter givos the outlines of the sehome of protection and 
draws a clear lino of distinction between duties loviod for purely revenue 
purposes and tho=o fixed on protectionist principles. Tho former may be 
varied according to the rovenuo noeds of Government bnl tho latter must be 
modified only strictly according to tho principles of protection. If tho 
latter have to bo cuhancod to viold moro revenue, the excess should bo 
obtained by means of 'an excise duty plus an additional import duty. The 
proposed Tariff Board is to ha nn integral part of tho whole scheme of pro- 
tection, aud that body must satisfy itself as to certain favourable Conditions 
boforc it may recommend tho imposition of protective duties. If protection 
given to ouo industry affects projudicially tho interests of others, an opon 
public inquiry Bhould lie mado of the whole question and the decision should 
be guided, by tho principle that an industry should recoivc protection, ovon 
if it adversely affects tho development of other industries, provided this 
results in a not economic advantage to tho country.” Tlio rate and period 
of protection, tlio location aud the national and basic importance of indus- 
tries musl bo carefully considered, aud protection by means of bounties may, 
in certain casos, be found preferable, especially when different interests are 
found to conflict with one another. Raw materials, machinery, coal and 
partly manufactured goods are specifically discussed. Tho question of the 
import duty on cotton jam rccoutly imposed, should bo considered in all 
its nspocts by the Tariff Board, as it involves keen divergence of interests 
and opinion. 

The principal points in tho eighth chapter, which deals with supplemen- 
tary measures required for the development of industries, relate to the Rail- 
way rates policy and the proposed Rates Tribunal, improvement of railwar 
facilities, lowering of coastal shipping rate3, shipping rebates aud measures 
against dumping. Anti-dumping legislation is recommended after a full 
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enquiry by tbs Tariff Board. The next chapter is devoted to a discussion 
of the general principles governing tlie imposition of excise duties, and illus- 
trations are taken from the tax-systems of foreign countries. The justifica- 
tion and limitations of these duties are stated. They are to be ordinarily 
confined to industries concentrated in large factories or small areas, to be 
imposed for checking the consumption of injurious articles or otherwise to 
be levied for revenue purposes only. These principles are applied, in chap- 
ter X, to the Indian cotton excise duties. The history of these duties is 
then briefly reviewed, and the story of the selfish agitation of Lancashire 
against cotton import duties and the Secretary of State for India’s surron- 
dir to it, is related in soma detail. The strong feeling of resentment in 
In lia against the excise, though there is now a difference of 4 per cent, 
between it and tko import duty on piece goods, is brought out, and it is 
recommended that the Government of India should « clean the slate” and 
take aehon with respect to the absolute repeal or retention of the duty, with 
the consent of the Iudinu Legislature, 


The question of export duties forms the subject of the next chapter. 
The imposition of these duties for protection is deprecated and it is stated 
that even for revenue purposes they should bo but sparingly used. Small 
cesses are an exception to this general rule. A duty on jute which is an 
Indian monopoly, is perfectly justifiable : one on raw cotton is not. Export 
duties on tea, rice, wheat and hides are examined on the basis of general 
principles and the abolition of the first of these is recommended. The 
twelfth chapter deals with restrictions on the export of food grains. In view 
ot tho contention that India's production of food is insufficient, it is main- 
tained that the real problem in that connection is ono of poverty and prices, 
ucrcased production is the true remedy, and artificial depression of prices 
win have a detrimental effect, ou the agricultural indnstrv. Abnormal con- 
di ions may, however, bo mot by the imposition of an export dntv. Impe- 
nat preference 13 discussed in lbs thirteenth chapter which begins with a 
hi«tory of the problem. The question is dealt with ’in all its aspects and 
p . *cu rtIv xwth reference to India & trade with the Empire } and ths con- 
■ m ,. ln ^ nvtual and passible gain to India from preference 

fh *i'" * T^iotis to Imperial preference are examined in detail, such as 
urn tear that it may diminish protection, throw undue burden on the consn- 
,, n .r fftcl l! ’ dlnn fia< ‘ pl autonomy ; and the Imperial a*psct of tbs 
wswIL tIi ?TOtiin0nt ° £ Emr ’ r ° nrC considerable weight. The 

hercrif n,„i - n °^ grP : nt ex knsivc preferences without serious loss to 

Gr/rtlrtr . 1 l |° U 111< ' rcf '' n _ r K l be burden to the consumer, is emphasised. 

ifud> on otllor ridr, on the service* of the 
h : nrl * Wire, in mainlining the vast Corn- 

tier, wilt, the Jjn'r, 10 -' nr '^ 00 the impnrlnrio of IrdSa's ro-cpirr- 

tfatOJo&urion, ,n helping England to keep up iU r.rd 
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commercial prosperity so as to be able to defend and strengthen the Empire 
in the interests of all the constituent parts of the organization. The Com- 
mission wishes India not to “ tarn her back on the principles of preference 
which have been adopted in the greator part of the Empire and are rapidly 
heing extended to the remainder,” and would not have India standing in a 
position of moral isolation within the Empire. It is stated that a free gift 
of preference from India, however small, will be welcomed by the United 
Kingdom as a gesture of friendship and as a proof that India_ realizes her 
position as a member of the Empire. 

The fourteenth chapter is concerned with the discussion of questions 
relating to the form and application of the Tariff and examines the compara- 
tive advantages of specific and ad valorem duties. It also suggests various 
improvements in the exitsing practice in connection therewith. Foreign capital 
is the subject of the next chapter. The advantages to India of the import 
and the use of foreign capital are pointed out, particularly for the rapid 
industrial development of the country which is to be effectod with tho help of 
protection. Foreign capital mean3 the most up-to-date methods and the 
newest ideas and its free use would accentuate increased industrialization. 
The existing distrust of foreign capital in India is roferred to and various 
suggestions put forward for the restriction of its use, are examined and 
rejected as impracticable and injurious. Only in the case of Government con- 
cessions should stipulation be made with respect to rupee capital, Indian direc- 
tors and so forth. It is believed that the present prejudice in India against 
foreign capital, will die out and it will be recognized that there is enough 
room for the Indian and the British in the field of industrial development 
iu the country. The sixteenth and the seventeenth chapters deal with the 
relation of Indian States and the tariff and the constitution and functions of 
the Tariff Board respectively. Representation of the States on the Board is 
considered unnecessary, and their interests, it is believed, will be sufficiently 
guardod by the Board. An effort is made in the brief concluding chapter to 
remove the inevitable British feeling that the Commission's recommendations 
are calculated to prove detrimental to the industries of the United Kingdom, 
No real conflict of interests exists, it is said, between the two countries and 
even in tho cotton trade and piece goods industry. Britsh manufacturers will 
gain rather than lose if India becomes more prosperous as a result of a 
policy of protection. 


Minute of Dlssent- 

The signatories of the Dissenting Minute disapprove of the halting 
nature and the apologetic tone of the majority report, and would have liked 
the Commission to mske a more emphatic, determined aid enthusiastic pro- 
nouncement on the question of protection in accordance with the almost tm&- 
59 



466 


APPENDIX 


nimous wishes of the Indian people. The reasons whuli necessitated th* 
Minute are given thus : — 

(a) The main recommendation has been hedged in by conditions and 
provisos which are calculated to impair its untility. 

(b) In places the language employed is half-hearted aud apologetic. 

(c) We are nnable to agree with the views of our colleagues on 
Excise, Foreign Capital, Imperial Preference and the constitution of the 
Tariff Board. 


While the majority recommend a policy of protection to be applied with 
discrimination “along the lines of the Report”, the dissenting members 
recommend that ‘‘ a policy of protection should be adopted in the best inter- 
est of India”. The importance of discrimination is indeed admitted and the 
need of safeguarding the interests of the consumer is fully recognized. 
There is no difference of opinion as to the desirability of trying to attain 
the object of protection with the minimum of national sacrifice. But it is 
felt that the conditions laid down as governing tho application of protection, 
are too stringent such as will entail considerable dolay and will not produce 
adequate results. Fault is found with the statement of the majority that 
India for many years to come is likely to concentrate on the simpler forms 
of manufactured goods” as one that will fetter tho discretion of the Govern- 
ment of India and the Indian Legislature. An intense policy of industriali- 
zation is, therefore, recommended, and immediate stops are to be taken to 
give effect to it. The discrimination that will have to be inevitably exercis- 
ed may be safely left in the hands of the Government and tho Legislature. 


After showing this fundamental difference with the majority report, 
the dissenting minute proceeds, in tho second chapter, to discuss tho question 
of Exciso Policy. The view taken in this regard is that “excise duties 
should be restricted to such articles as alcohol and tobacco which are regard- 
rd as injurious to public health and to public morality and tbo consumption 
of which it. is desirable to check and to a few luxuries”. This is the system 
adopted in the U. S. A. and tho British Colonies. Tho examples of Francs 
rmd Japan, quoted on the other side, are examined and shown to bo inappli- 
cable to the case of India. Stress is laid on the fact that England did not 
impose an exciso on motor cnrB though there was a heavy import duty on 
foreign motors during tho war. The burden of an exciso duty on Indian 
cloth is shown to bo undesirable from the poor consumer’s point of view, 
L i? finally snid that the exercise of discretion by tho Legislature in tho 
matter of cotton excise, ns recommended by tho majority, does not cries 
Lcsuao tho policy recommended i« unsounl in principle and tho vote of 
the Assembly has no binding effect. 


Jtl> Twsf.on of cotton excise is dtsoussed nt length in tbs third chsp 
- v*ry ~rm importance is attarboi to its proper solution, Exwp tim 
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ii taken to the reoommendatlon of the report that the British Government- 
should announce its intention of allowing ike Government of India to deride 
the question of cotton excise duties in agreement with the Indian Legisla- 
ture, as casting a doubt on the fiscal freedom conferred on India. The 
dissenting members fail to understand why financial difficulties of Govern- 
ment should have beon pleaded against the repeal of the excise duty, which 
was imposed not for the purpose of revenue but only to satisfy Lancashire, 
when the majority did not hesitate to recomiuond the reduction or abolition 
of many export duties specifically levied for revenue. If there is to be “a 
clean slate” ns suggested by the majority, the cotton excise duty must go, 
especially as the country unanimously demands its abolition. 

In the foruth chapter, the Miuuta comes to Imperial Preference, and its 
conclusion with respect to it is that “ India can not accept tho principle until 
the has attained responsible Government and is able to regulate her fiscal 
policy by the vote of a wholly elected legislature. The question can become 
a matter of practical politics when tho promised goal of responsible Govern- 
ment is reached. It may be contended that this would mean the indefinite post- 
ponement of the application of the principle of preference. To this the minority 
icplies that it is prepared to recommend that the power of initiating, grant- 
ing and withdrawing preference should be vested in the non-official members 
of the Legislative Assembly. The difficulties involved in granting of 
preference to a country, from the point of view of a combination among the 
favoured manufacturers and the high non-competitive prices charged to the 
consumers, are pointed out. Objection is taken to tho majority report 
pleadiug for Imperial Preference on tho ground, amongst others, of Great 
Britain’s sacrifices in maintaining the British Navy. Tho naval defence of 
the Empire stands on a different footing altogether, and no useful purpose 
is served by mixing it up with the question under consideration. Preferen- 
tial trade with the Dominions must be considered from a different angle of 
vision. Unless tho claim of Indians to equality of status is conceded, there 
can be no reciprocity in trade relations with tho self-governing Oolonies. 

The question of foreign capital is treated in the fifth chapter. The distinc- 
tion drawn by the Majority between companies getting Govornmontconcesgions 
and those establishing themselves behind the tariff wall created under a policy 
of protection, is not appreciated. It is pointed out that there is really no 
distinction between Government granting subsidies or bounties out of taxation 
money and allowing an industry to tax tho people directly by means of higher 
prices resulting from protective duties. In both cases it is the people of 
India who have to pay the price either as tax-payerB or as consumers. The 
fallacy underlying the argument of the Majority that “whether the immediate 
profit goes to a foreign or an Indian capitalist, the main and ultimate end, 
namely the enrichment of the country, will be attained," is exposed. The 
-coniubion between loan and ordinary capital made 'by the Majority is referred 
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to and it ig stated that there would be no-objeetion to foreign capital recaiv* 
ing the advantage of protective dutie3 provided suitable conditions are laid 
down to safeguard the essential interests of India. If the Majority recom- 
mendations in this behalf are accepted, it will be open to every foreigner to 
establish industries in this country “ by means of companies incorporated in 
their own country and currency.” This danger did not exist under a policy 
of free trade, but is bound to materialise when the benefit of protective duties 
is available. Foreign firms may be allowed to be established in India on con- 
dition that they have rupee capital, that they have a reasonable propor- 
tion of Indian directors and that proper provision is made by them for the 
training of Indian apprentices. 

The sixth chapter considers the constitution of the Tariff Board. The 
Board should consist of three members. The chairman should be a trained 
lawyer of the status of a High Oourt Judge and the two remaining members 
should be men elected by the non-official members of the Legislative Assem- 
bly and “ men of ability, of integrity and of impartiality. ” To the three 
members should be added two assessors representing trade, commerce and 
industry and elected by the leading mercantile chambers and associations. 
The conclusion emphasises that no limitations such ns those hinted in the 
main report, should be placed in the path of India's industrial development 
and that her economic problem, at leaat after the experience of the war, 
must bo examined in a spirit of broadminded statesmanship. 
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EXTERNAL TRADE OF INDIA IN 1928-29, 


Tlie foreign trade of India has not, only reached its pre-war position but 
has passed those limits. The latest facts and figures relating to exports, 
imports, prices, exchange, balance of trade &o,, are therefore interesting and 
we take the following extracts from the Review' of the Trade of India in 
1928-29. 

The monsoon of 1928 was characterised by a marked deficiency of 
rainfall in the north-west of India, including the United Provinces, where 
persistently dry weather prevailed for a considerable time. The monsoon 
rains were also slightly in defect in Central India, the Central Piovmcea, 
Mysore and Madras, but normal or slightly above normal elsewhere. At the 
beginning of the retreating period of the monsoon exceptionally heavy rain* 
occurred along the east coast of Madras resulting in floods : and the rainfall 
during the period was largely in excess over the whole of Northern and 
Central India, and normal or slightly above normal in the Peninsula, 
Taking the yoar as a whole, the rainfall was within 25 per cent, of normal 
except in Bind where it was very defective. At the end of January and the 
beginning of February exceptionally cold weather and froBt over the whole of 
the north of the country did serious damage, particularly to the Gujarat 
cotton crop. These varying weather conditions affected the various crops 
differently. The rice crop of 1928-29 was, on the whole, good, being 
12 per cent, more than in 1927-28, due mainly to favourable weather condi- 
tions in Bengal and Bihar and Orissa, The season, however, was unfavoura- 
ble in deltaic part of Burma and owing to this, the exportable surplus of 
India and Burma together was considerably reduced. 

POOR WHEAT DROP. 

The wheat crop of 1928 was a poor one, showing a deorenso of 13 par 
ceut. as compared with the preceding year. Although the prospects of thi* 
crop were promising at first, unfavourable conditions in the Punjab in the 
later part of the season affected it adversely. The cotton crop of 1928-29 
had been satisfactory till the end of January, 1929, when the prospects were 
marred by a severe cold-wave and frost. Consequently the production 
ultimately turned out to be about 325,000 bales less than in the preceding 



470 


EXTERNAL TRADE OF INDIA IN 1928-29 


year, iuspite of the fact that tile area devoted to tho crop exceeded ths 
preceding year’s area by over one and a half million acres. 

The jute crop of the year under review was less than in tho preceding 
year by 282,000 bales on an area about 230,000 acres short of the preceding 
year s area. The crop may. therefore, be regarded as favourable on the 
whole. As regards the oil-seed crops of the year the yield of groundnuts 
was favourable, being 11 per cent, greater than in the preceding year. On 
the other hand, the yield of winter oilseeds ( rape and mustard, and lineseed ) 
of 1928 and of the sesamum crop of 1928-29 was less than in the preceding 
season. The sugarcane crop suffered in tho year under review, as the climatic 
conditions in tho United Provinces, the most important sugarcano-growing 
region, were not favourable. On the whole, it will be seen that the condition 
of most of the crops was fair to good, except in the case of wheat where it 
waE distinctly unfavourable. „ 


LABOUR UNREST. 

The year was marked by labour unrest in many Indian industries, the 
most important being the long-drawn-out strike in the Bombay cotton mill*. 
This strike which started in April, 1928, lasted till October of that year and, 
though work was resumed then, really settled conditions had not been reached 
even by tho end of the financial year, when a new strike started. The strike 
in Bombay affected the trade of India to a considerable extent. There was 
also a strike in the Tata Iron and Steel Works at Jamshedpnr which lasted 
from the middle of September. 1928. Strikes amongst railway employees took 
place in Southern India and there was general unreBt among other railway 
employees also. The occurrence of these strikes had a disturbing effect oh 
the ecouomic life of the country which was reflected in the trade statistics of 
t eyear. Apart from labour conditions, India can he said to have gone 
t rough a period of settled and fair conditions in other economic matters. 


EXCHANGE FAIRLY STEADY. 

Exchange was fairly steady and India’s credit in the capital market 
t a high level. The only event which created some stir in the financial 
IflSP 8 1 rp 1 Itldia Was tlie toi9in £ ojE the Bank rate to 8 per cent, m February, 
w i , 1 ® aCtl ° n ’ however, was necessitated by the Increase in the Bank of 
ng an rate consequent on the increase in the Federal Reserve Bank rate, 

nnlvr 8 ' 1 * S L ° fi “ aDcdnd conditions of the Central Government the revenue 
v. ith n 'p C0I i DU / r ; aUBfact0I y’ tlle re '’iBed estimates for 1928-29 closing 
in thn "R a? T ° m, 7' tahhs instead of one of five lakhs of lupees estimated 
The-B uaSv , Thj f b / lanC8 credited ^ the Revenue Reserve Fund, 
im-s/so f ° rl929 - 8 <> is Es. 1,20 lakhs worse than that for 

‘here WU1 bo a *"* S ° }sht8 ’ U 5s 6r ‘ ,id * BUd tt&t 
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DOWNWARD TREND OP PRICES. 

/ 

Prices in India wore genorally on a downward trend, though the decline 
was not of any groat magnitude. In April, 1928, the Calcutta index nnmbor 
of wholesale prices was 140. By duly it had increased to 148. Next month, 
however, thero was a fall of 5 points and the indox numbers varied between 
142 and 146 throughout tho remaining part of tho year. In March, 1929 
the indox numbor was 143. On the whole, therefore, it can bo said that tho 
indox number for all commodities was fairly stondy round about 145. As 
regards prices of particular commodities, except in three or four case3, the 
changes woro not of any great magnitude. The most important fall in prices 
was recorded iu the case of hides and shins which declined by nearly 26 points 
betwoen April, 1928 and March, 1929. In April, 1928 the index number 
was 156. Throughout the noxt four months there was a continuous decline 
in pricos and in July and August the indox number was 115. Prom that 
date prioes steadily increased, although thero was a weakening in. January 
and by March, 1929 the index number was 130. Tho index number for 
jute manufactures declined from 152 in April 1928 to 139 in March 1929. 

The oconomic conditions of tho world in general in 1928 woro tonding 
to greater and greater stabilisation and conditions in industry and trade 
were slowly progressing in a favourable direction. An important factor in 
the year under review was the continuation of tho process of stabilisation of 
currencies in European and other countries. 

As regards tho world agricultural situation, tho outturn of tho cotton 
crops of tho United States of America and Egypt in 1928 was higher than 
in the preceding year. The wheat crops of Oanado and tho United States 
of America of the samo year were also good, Siam and Indo -China hod 
bumper rice crops as in tho preceding year. It may be stated that tho agri- 
cultural conditions in tho world woro, ou the whole, favourable and there 
were generally good crops in most countries. 

IMPORTS AND EXPORTS. 

TRADE IN COTTON PIECE-GOODS STATIC. 

The total value of the imports of merchandise into British India in 
1928-29 advanoed by Rs. 3 crores or 1 per cent, to Rs. 2,53 crores, while 
that of exports rose by Rs, 9 croros or 3 per cpnt. to Rs. 3,38 crorea. A 
broad review of the course of trade during the year shows the following 
interesting results. On tho import side, the trade in cotton piece-goods 
wa3 more or less in a static oo’ndition, the total imports having declined 
c.ely by 87 million cards to 1,937 million yards and by Rs 1,32 lakhs to 
Rs. 53,81 lakhs. Orey goods, imports of which amounted to 839 million 
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yards valued at Rs. 50,19 lakhs, accounted for a decline of 37 million yards 
in quantity and of Bs. 1,06 lakhs in value, owing primarily to a remark- 
ably heavy reduction in the off-take of bordered grey goods. Under white 

goods, the requirements of the Indian markets for the year fell off slightly 

from 556 million yards to. 554 million and the value showed a 

decline from Rs. 15,42 lakhs to Rs. 15,34 lakhs. Under coloaTed, 
printed or dyed goods, the size of the trade showed a small expansion 
from 505 million yards to 507 million yards, although the value 

shrank from Rs. 17,52 lakhs to Rs. 17,35 lakhs. Imports of cotton twist 
and yarn receded from 32 million lbs. to 44 million lbs., owing chiefly to a 
curtailment of the requirements of Bombay mills. Among other textiles, 
artificial silk ( including yarns aud manufactures ) declined from Bs. 5,49 
lakhs to Rs. 4,77 lakhs. The value of imports of silk, raw and manufac- 
tured, also fell off from Bs, 5,06 lakh3 to Bs. 5,01 lakhs and that of imports 
of wool and woollens from Rs. 5,37 lakhs to Bs. 5,02 lakhs. 


IMPORTS OF SUGAR. 

Imports of sugar, including molasses, were stimulated by the low price 5 
ruling in the world market aud reached 937,000 tons valued at Bs. 16,09 
lakhs, an advance of 114,000 tons in quantity and of Rs. 1,18 lakhs in value. 
There was a weakening of demand for iron and steel manufactures, imports 
of which declined from 1,197.000 tons to 1,170,000 tons in quantity and 
from Rs. 21,41 lakhs to Rs. 20,24 lakhs in value. The year’s imports of 
machinery and mill-work ( which under the new system of classification 
adopted in April, 1928 includes railway locomotive engines and tenders 
aud parts ) were valued at Bs. 18,36 lakhs. The value of identical items for 
1927-28 works out at Rs. 16,92 lakhs. 

The increased use of motor vehicles in India was reflected in larger 
imports, the value of the trade increasing from Rs. 6,17 lakhs to Rs. 7,72 
lakhs. Concurrently with this there was a complementary increase in the 
import value of rubber manufactures from Rs. 2,71 lakhs to Rs. 2,86 lakh*. 
Imports of hardware wore valued at Rs. 5,23 lakhs, which showed o very 
small decline of Rs. 1 lakh. Inspite of a decline in the absorption of fuel 
oils in the Bombay mills, imports of mineral oils rose in quantity from 
232 million gallons to 242 million gallon®, the value showing a comparative- 
ly email gain from R«. 10,44 to Rs. 10,70 lakhs. Imports of kerosene oil 
advanced from 94 million gallons valned at Rs. 5,39 lakhs to a now record of 
105 million gallons valued at Rs. 5,76 lakhs, part of this increase being 
nt.ributable to the price-cutting war in the Indian markets daring the early 
TiarW of the year. 


FALL JN RA JW COTTON IMPORTS. 

the most wlf P ro , riaions rc5 «ded from Bs. 6,41 lakhs to Rs. 6,21 lakhs, 
an Eing e causa for the decline being a reduction in the price* 
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of vegetable product under the pressure of competition. Imports of raw 
cotton, declined from 66,000 tons valued at Rs. 6,74 lakhs to 29,000 tons 
valued at Rs. 3,90 lakhs, owing to a decline in tho consumption of the Bom- 
bay mills. Imports of liquors declined from 7,118,000 gallons valued at Rs. 
3,67 lakhs to 6,790,000 gallons valued at Rs. 3,57 lakhB. Receipts of paper 
and pasteboard increased from 2,089,000 cwts. to 2,313,000 cwts. in quantity 
and from Rs. 3,01 lakh3 to Rs. 3,30 lakhs in value. An abnormal develop- 
ment in the import trade of the year was a remarkable increase in the im- 
ports of wheat from 69,000 tons to 562,000 tons in quantity and from Rs, 
1,09 lakhs to Rs. 8,17 lakhs in value due to the shortage of the local crop in 
India. 


INCREASE IN JUTE EXPORTS. 

Coming to tho export side, the total value of raw and manufactured jute , 
shipped during tho year amounted to 80 crores againBt Rs. 84 crores in the 
preceding year. Shipments of raw jute increasad by 6,000 tons in quantity 
to 898,000 ton3 and by R3. 1,69 lakhs in value to Rs, 32,36 lakhs. Under 
Jute manufactures gunny bags recorded an advance from 463 millions valued 
at Rs. 23,27 lakhs to 498 millions valued at Rs. 24,93 lakhs in response to 
the increased demands made by the sugar and wheat trades of the world, 
while gunny cloth oxported supplemented this gain by an increase from 1,653 
million yards to 1,668 million yards in quantity and from Rb. 29,94 lakhs to 
Rs. 31,64 lakhs in value. 

EFFECT OF BOMBAY STRIKE. 

There was also an improvement of Rs, 17,62 lakhs or 31 per cent, in 
exports of raw and manufactured cotton, the total declared value for the 
group having been Rs. 74,49 lakhs. The increase was due entirely to an 
improvement in exports of raw cotton, which advanced by 38 per cent, in 
quantity from 480,000 tons to 663,000 tons and by 39 per cent, in value 
from Rs. 47,72 lakhs to Rs. 66,25 lakhs. 

The reason for this increase in exports was the long-drawn-out mill 
striko in Bombay which reduced the home demand for raw cotton and de- 
pressed Indian prices in comparison with the prices of American cotton, thus 
turning tho parity in favour of Indian and thereby encouraging exports. 

The strike was also responsible for a decline in the exports of cotton 
manufactures which decreased in value by about 10 percent, from 8,67 lakhs 
to Rs. 7,80 lakhs. 


FOOD GRAINS EXPORTS. 

There were violent reactions in the export trade in food grains and flour 
which showed a remarkable decline from 2.8 million tons valued at Rs. 42,92 
60 
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lakhs to 2.3 million tons valued at Its. 33,69 lakhs. Under rice alone, ship- 
ments of which amounted to 1.8 million tons valued at Rs, 20,47 lakhs, there 
was a reduction of 309,000 tons in quantity and of Rs. 7,54 lakhs in value. 
This was mainly duo to the smaller exportable surplus of Burma, the two 
successive bumper crops in the important rice exporting regions of Indo- 
Ohina and Siam and the prohibition of imports into Japan. The decrease in 
exports of food grains was farther accentuated by a simultaneous decline in 
shipments of whoat from 300,000 tons to 115,000 tons on the quantity side 
and from Rs. 4,11 lakhs to Rs. 1,69 lakhs on the value sido. The adverse 
statistical position in the world’s tea trade was abundantly reflected in a 
decline in the value of shipmont from Rs. 32,48 lakhs to Rs. 26,60 lakhE, 
although the quantities registered during the year showed only a very email 
decline from 362 million lbs. to SCO million lbs. 

OIL SEEDS. 

The value of shipments of oilseeds advanced from Rs. 26,69 lakhs to 
Rs, 29,63 lakhs, owing primarily to a steady development of the trade in 
groundnuts, which expanded in bulk from 613,000 tom to 788,000 tons. 
In spite of the depression in the leather industries of the United Kingdom 
and Germany, there was considerable vitality in the Indian trade in hides 
and skins, exports of which were valued at Rs. 9,56 lakhs as compared with 
Rs. 8,81 lakhs in 1927—28. Lac made a very significant contribution, its 
shipments having risen both in quantity and value from 544,000 cwts. with 
a declared value of Rs. 6,99 lakhs to 743,006 ewts. valued at Rs. 8,64 lakhs. 
There was also an appreciable improvement in exports of raw wool, the 
value rising from Rs. 4,36 lakhs to Rs. 4,89 lakhs. Among less important 
items, there was an interesting development in respect of oil-cakes, exports 
of which swelled in value from Rs. 2,53 lakhs in 1926-27 to Rs. 3,14 lakhs 
in 1927-28 and Rs. 3,84 lakhs in the year under review. 

FALL IN RE-EXPORT TRADE. 

The year witnessed some interesting movements in the re-export trade 
of India. The valus of this trade decline! from Rs. 9,54 lakhs in 1927-28 
to Rs. 7,83 lakhs in 1928-29. As the bulk of the re-export trade usually 
passes through Bombay, the eSeot of the decline was naturally confined to 
that province alone, the value of its trade having fallen off from Rs. 6,94 
lakhs to Rs. 5,02 lakhs and the percentage share from 73 to 64. The out- 
standing feature of Bombay’s re-export trade was a decline in the shipments 
of non-Tndian raw cotton from 2,790 tons valued at Rs. 44 lakhs to 500 tons 
valued at Rs. 9 lakhs and in those of foreign cotton manufactures (includ- 
ing twist and yarn) from Rs. 1,22 lakhs to Rs. 7 6 lakhs in value, as a result, 
chiefly, of the establishment in Ea3t Africa of Japanese organisations which 
combine the selling of Japanose cotton "textiles with the purchasing of 

African (Uganda) cotton- 
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Among other notable features of the trade of Bombay was a falling ofi 
in ro-exports of sugar from 15,500 tons valued at Rs. 44 lakhs to 4,000 tons 
valued at Rs. 11 lakhs and in those of raw skins from 429 tonB to 323 tons 
in quantity and from Rs. 1,92 lakhs to Rs. 1,53 lakh3 in value, 

BALANCE OF TRADE. 

It will be noticed that the trade figures of the year 1928-29, as cal- 
culated on the basis of the declared value of 1913-14, are a record for both 
imports and exports. Imports in 1928-29 surpassed the figure for 1913-14. 
Similarly exports surpassed the pre-war figure as well as the record figure 
of 1924-25. Tho total trado in merchandise, excluding re-exports, was the 
highest on record. Prices of imports and exports declined by about three 
points each as compared with the preceding year. 

The visible balance of trade in merchandise and treasure for the year 
1928-29 was in favour of India to the extent of Rs. 62 crores compared 
with Rs. 60 crores in the preceding year, Rs. 40 crores in 1926-27 and the 
record figure of Rs. 109 crores in 1925-26. The net imports of treasure on 
private account rose from Rs. 32 crores to Rs. 34 crores, of which not im- 
ports of gold were valued at Rs. 21 crores and of silver at Rs. IS croreB. 
Net imports of currency notes amounted to Rs. 12 lakhs. 



